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LETTERS OF TRANSMITTAL B

Marcu 16, 1982,

To the Members of the Joint [lconomic Committee:
Tran~mitted herewith for the use of the members of the Joint Keo-

nomic Committee and other Membegs of the Congress is a study en-

titled “The Impact of Demographic Changes on Social Programs.”

This study was conducted by the Congressional Research Service
under the direction of William Robinson, Senior Specialist in Social
Welfare. It contains a series of papers by senior analysts at CRS, as
well as senior researchers from the Congressional Budget Office, the
Urban Institute, the RAND Corporation, and the Tniversity of Wis-
consin.

The study provides an overview of demographic trends and methods
for analyzing their effeets on the Federal budget and specific areas of
piblic policy. Individual papers discuss the effects on entitlement pro-
grams, central city finances, regional growth and decline, edneation
and manpower, housing and community development, and health care.

The views expressed in this study are those of the authors and do not
necessarily reflect the views of the Joint Economic Comnmittee or any
of its members.

Sincerely,
Henry S. Reuss,
Chairman, Joint [conomic Commitiee.
’ Marcu 9, 1982,

Hon. Hexny S. Reuss,
Chairman, Joint Il conomic Commitiec,
Congress of the United States, Washington,1).C.

Tear Mr. Chamyan: Transmitted herewith is a study entitled
“The Impact of Demographic Changes on Social Programs.”

The study was coordinated and edited by Mary Fecles of the com-
mitteo staff,

The committee wishes to express its appreciation to the Congres-
sional Research Service, with special thanks to project director Wil-
fiam Robinson and the authors of the papers for their valuable con
tributions to this volume. /

Sincerely,
James K, Gansrarri,
Fawecutive Director, Joint Economic Committce.
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Decremser 4, 1981.
Hon. Hexnry 8. Reuss,
Chairman; Joint E'conomic Commitiee,
Congress of the United States, Washington, D.C.

Dear Mr. Cirairatan : I am pleased to transmit a study entitled “The
Impact of Demographic Changes on Social Programs” which youx
conmnittee requested. Ihe study conSists of several papers authored pri-
manly by senior analysts at the Congressional Research Serviee, and
supplemented by senior researchers at the Congressional Budget Office,
as well as private academic institutions. The project was coordinated
by William Robinson, Senior Specialist in Social Welfare at CRS.

We share your interest in lengthening the time horizon for consider-
ing public policy in the United States, and welcome the opportunity
to contribute to the dinlogue about where we might be going as a Na-
tion m the coming deeades. In this spirit, the papers areshort and writ-
ten m nontechmeal terms to keep the potential sudience as wide as pos-
sible. They use the relatively sohid base of projected population changes
in the country to conjecture about the possible changes that may occur
in programs designed to serve people and their needs.

The study begins with an overview of demographic changes (au-
thored by Dennis Little of CRS), moves to ditferent ways of assessing
the impact of demographic changes on prograins (Robinson of CKS,
and Paul Ginsburg of the Congressional Budget Office) , analyzes the
regional dimensions cf population change (Peter Morrison of tlio
RAND Corporation)—including the impact on housing and comnu-
nity development (Morton Schussheim of CRS) and on central cities
(Robert Reischaner, formerly of CBO and now at the Urban Insti-
tute), and concludes with papers on labor policy (Lverett Iassalow,
formerly of CRS, now at the University of Wisconsin), education (IX.
Fotbis Jordan of CRS), income maintenance prograins (. Royal
Shipp, CRS), and health policy (Glenn R. Markus, CRS).

1 would like to express my appreciation to those outside CRS who
contributed to the project. as well as to our own CRS analysts. 1 hope
vou find the volume useful.

Sincerely, ) .
Giusert GUbE,
Director, Congressional Rescarch Sereice,
Library of Congress.
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FOREWORD
By Chairman Henry S. Reuss

_This volume, compiled for tlie Joint Jconomic Committee by the
(ongressional Research Service, exploves the social policy implications
of demographic trends. 1t disensses the major determinants of popula-
tion patterns—~anch factors as birth rates, household composition,
mobility, and longevity—and shows how these forces will influence
a variety of social needs. )

Programs whose lepefits are distributed to individuals will be
strongly affected By trends which canse the size of the target popula-
tion to chiange. For example, despite declining birth rates for the coun-
t1y as a whole, higher birth rates among poor families— including in-
crensing numbers of births by teenagers—will contribute to rising
welfare costs. Another dfactor affecting the size and location of the
poverty population, the cuntimied growth of female-headed house-
holds, will put similar peessure on income support programs and
further strains on financially havd-pressed central cities.

The convergence of several demographic forces ~lowered birth rates,
increased life expeetency, and the aging of the post-war baby boom
generations—is producing & marked shift in the age charactevistics
of the population. These demographic developments ave the principal
reason for future financial strains on the Soctal Seenrity system: the
relatively greater numbors of elderly beneficiaries and reduced num-
bers of working age contributors Will canse major imbalances after
the turn of the eentury, when the baby boom cohorts veach retivement
age. Such problems are guite separate from the temporary shortfalls
in the Social Security trust funds that result from cmrent economic
conditions. In fact, if the economy recovers from excessively high in-
flation and unetployment, demographic patterns snggest that the
system will be in good suape for at leas. . deeade, while the baby boom
bulge is in its peak carning years. Thus, the demographic arithmetic
pomts up the need to desclop solutions to long-range problems, which
will require some lead time to implement, but provides no basis for
precipitons chianges in either Social Seenrity taxes or benefits.

Generally, a better understanding of demographic forees should
help policy-makers to anticipate futnre needs for services with greater
acenracy.a\ fter two decades of steady increases in the labor participa-
tion of women, for example, the country must begin to deal with the
orowmg demand for chnld care facilities. Presently, publicly supported
day care programs accommodate only a fraction of the pre-school
children whose mothers work; between 1980 and 1983, that number
will double, from 6 to 12 million, Continned failire to recognize this
need will i addition te limiting the work options of women in general,
keep millions of single-parent families in poverty and dependence on

wel fare.
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In other policy arcas, the changes in the age tomposition of the
population will affect the needs for health services, particularly for
_facihities and manpower to provide relatively long-term care of the

elderly. At the other end of the age scale, a relatively smaller popula-
tion will exist in the age gronps typically served by educational in-
stitutions, althongh the population with “special needs™—such as Kng-
lish langnage instruction. compensatory education for the disadvan-
taged, or adult retraining—will probably increase.

Regional migiation patterns— purtienlarly shifts of population to
the Sunbelt amd from metropolitan areas to smaller communities—
also require major policy adjustments, to overcome the problems of
growth or shrinkage. Outmigrations generally leave an area with a
disproportionately impoverished and dependent population, and re-
dneed financial ability , due to an eroded tax base and likely declines in
Federal aid, to provide for sinch needs. The growth areas, in contrast,
often lack the physical infrastructure and public services needed to
accommodate an orderly expansion.

N~
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A. INTRODUCTION AND OVERVIEW

INTRODUCTION
By William Robinson* .

Crises focus attention. The energy “crisis” caused us to ask why we
as & nation did not foresee the time when oil supplies would become
_ searce relutive to demand, and adopt’ policies years ago that would

have been fess painful than those we now face. Concern about social
security financing has developed rather abruptly, is serious nox, and
will become even more acute beginning about the period 2020-2030.
These crises, though vastly different in nature, share at least one
common element. They both iilustrate the need for greater rocoigm-
tion of the time dimension of public policy. Tt is no longer enough to
resolve current problems, or problems that loom for one or two years
in the future. Many of our most difficult problems, if they are to be
tractable at all, must be addressed in a long-range setting. This is
cértainly the case with social security, where we must address both
an immediate financing crisis while also beginning to move on even
more serious problems that will develop in the next 40 or 50 years.

Trying to formulate public policy in the context of today's shaky
ecconomy, stringent budget, and shifting potitical currents is tHCkK
business. Adding the time dimension makes an already difficult task
seem even more problematic. Yet, the energy and social security ex-
amples make it clear that some problems require a longer time dimen-
sion to be addressed adequately. This requirement to look into the
future doesn't necessarily mean a return to soothsayers or haruspex
(those intrepid early futurists who saw the future i the entrails of
animals). Tﬁero are some forees acting on scciety that are mnore pre-
dictable and studied so scientifically that it would be foolish to over-
look their future consequences. One of the most solid bases for a look
into the future is demography—the study of population changes. -

Demographic changes have received incrensing attention over the
last decacle. Most members of Congress and congressional staff are
aware of one or all of the following (Iembgrnyhic trends: birthrates
are down; the population is aging; single-headed households are up:
the number of working mothers is increasing; and people are moving
from the snowbelt to the sunbelt. Theso trends and other interactions
are the determinants of the size, composition, and location of the
population of the United States.

Following its own extensive investigation of long term trends in
10 public policy areas, the Joint Economic Committee requested the
Congressional Research Service (CRS) to explore the impact of de-
mography on social programs. We have begun with & series of short

*Senlor Speciallst Jn Soclal Wem;e. Congresslonal Research Service.

(23]




ERI!

Aruitoxt provided by Eic:

papers designed to explore the possible future implications of de-
mographic clnges ont human resource programs., The collection re
fiects a desire to reach a wide aundience, presenting the material in
almost conversational terms, with a minimum of footnotes or technical
lnnguage. Numbers ave kept to & minimmm, but_ where they are used,
reflect 1980 cepsus data.

The opening paper by Dennis Little of CRS provides a detailed
overview of the demographic changes that hiave taken place in the Na
tion during the last decade with sone projections ag te what we might
expect during the 1980s. Peter Morrison (of the RAND Corporation)
provides a more in-depth analysis of regional migration trends, The
papers by Robinson (CRS) and Panl Ginsburg (Congressions] Budg
et Office) try to provide analytical framew orks for translating demo
eraphic changes into program and budget impuets. Tyerett Kassalow
(formerly at CRS, now at the University of Wisconsin) focuses on the
impact of demographic changes on the lnbor market. Robert Reis-
chaner (formerly Deputy Director at CBO. now Senior Vice President
of the Urban Institute) assesses the effects of demography on the cen-
tral city : while Morton Schussheim (CRS) traces the impact on hous
ing and commuimity developnient. The last three papers in the series
1:1{:\- 2 elose look at the demographic impacts on three hnman resonree
policy a1cenas, Forbis Jordan (CRS) examines education issites; Royal
Shipp (CRS) eaplores the close tie bet ween demogppphic changes and
severnl incomo maintenance programs; and Gloun Markus (CRS)
dosts with some provocative thonghts on health policy in the future

»
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OVERVIEW OF DEMOGRAPHIC TRENDS ™~ \
By Dernis L. Little* * y
1. IxTronucTION
Over the past decade or two Aur nation has experienced significant ) ‘\\"
demographic changes which vaise important human resonree issues for
the 1980s and beyond. The highlights include: \
—For 11 straight yenrs (1934 -1961), during the buby boou. births iw

the United States exceeded foud million,

—Birthrates have remained Below natural replacement rates since
1972 ° .
—cucrent rate is 188 births per womun of childbearing age while
the feplacement rate is 2.1

—With a declining birtl: rate, immigration (legal nid illegal) plays a
great vole in structaring the cthnicity, culture, and value of our
society; .

—the emphasis in immigeation patterns to the United States has
shifted from Western Europe to Latin America and Asia,

—A sigmificant increase in the munber of “kids with kids” (teenage
pregnancies).

—An inereasing proportion of the pepulation over 60 and this pro-
A h
portion is expected to continue to increase;
—~—median nge has moved over 30.

—Changes in family stengture, composition, and life style; /
—later marringes and fewer chi&dren,
~—a higher divorce vate and o sharp rise in one-purent families,
—by 1990 two-thirds of all househiolds may be withont children.

-<A continual inerease in the number of women entering the work
force (mainly married women) ; ’

——from 1947 to 1978 female participation in the labor foree in-
creased by 15 million, or from 32 percent to 50 pereent of the
fomale population age 16 and over, and

- ~from 19% i

%

0 to 1990 an additionnl 11 million inerease is fovecnst.

-\ concentration of central city outmigration among young familiev
. n aE . ™ (2]
in the $15000-25,000 incoms range.

-Gains in population in the Sunbelt’s central cities (primarily due to
annexation) but a decline in sowe cities with popnlations of one
million or more. o .

~Northeastern and North Central central cities losing population,
with the metropolitan areas, it neral, showing inereases;
—-a slight incrense in the overall rate of interregionnl migyation;

'.\'Qecmlnl tn Futures Research and l‘-npulnunn Volley, Sclence Polley Renearch Divlslon
s\ th contelimtions from Eugene P Boyid, dualsst In Muerlean Natlonnl Government,
Government Divkslon. (8)
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—a' roversal in the traditional black outmigration from the
South; and ) . )
—rural areas outpacing cities in rates of population growth.:

In the secions which follow some of these trends and highlights of
a few of their lnuman vesonrce policy implications are described.
(Peter Morrisons paper deals with regional and rml migration
trends and Robert Reischauer's paper highlights cential city demo-
graphic trends.) .

I Souk Gexerae Porvrariox Teesos

The now famous baby boom ecenrred jn the United States between
1946 and 196t. As table I indicates, thero were 11 straight years with
moro than fonr million births ench year and these children fmve ovor-
towded, sueeessively, the maternity wards, the schoels, and the work
furce, The he of this age cohort is one of the pm&snmé on the existing
housing market. and sometime after the turn of the centnry their Inrge
wnubers will place new stsains on public and private pension systems.

» TABLE 1.—BABY BOOM AT A GLANCE
{ Began. 1946, ended, 1964, peak year, 1957 (4,332,000 bisths), years with more thaa 4,000,000 duths: 195¢-64]

———

Cven) ' Boom years Paak year
B, v vovnsim resve  se seuruaruma® v caeeis x Be teom ot exvmss aese s 1HE-6 1957
Ate 10: Enter college, work forge, oy . - . . . . . e e e e 196482 191%
Ate 30, Homa duyers,........ wn e 197644 138)
Aze30: Enoings nestpaahe, ... . 1996-201% 2007
Ate$9; Ketiement....... 011-29 Fared

Soutea; Misceilancous census dats and Peter Motniton, Nﬁuh}:on Reseaich Center, tha Raad Corp.

While the absolnte size of the vnpl‘nlntiou in the United States has
Leen inereaging, the fertility ate in the United States has decelerated
to u point that is below the vate of natural replacement (births minns
deaths). In fadh, except for the interludo of th baby boom following
World War 11, the birth rate appenrs to lave been declining sinee
the beginning of the contury. Yet, nsshown in fignye Liit was unTy dur-
ing the 1970s that the birth-rate fell below the vate of naturat replace-
ment !

Iumm.s of specific mumbers, the Apndl 1980 Census found that our
nation'’s total population had imrwu.s'em«(o 226,504,625 people for in
11.4 percent (24 million plis) jnerease over the 1970 level, This is the
lowest rate of growth for a decade since the Great Depression and the
Censils Bureaw expects even lower rates of growth in t\nis decade- loss
than ten percent and slowing to less thatt seven percent in the 1990s.

Natnral population growth adds approximately 1.6 million te the
population ench year aud legal immigration adds an additional 100,000
mdividuals or 25 percent to the nhatural populatic 1 growth. Demog:
raphers Teon Bouvier of the Population Refes wiee Buvean and
Michnel ‘Titelbamn of the Ford Foundation believe tlat illegal immi.
gration accounts for nn additional 15 to 25 percent of the annual TS,
population growth. Although the total number of illpgal immigrants
now living in the nation is upknown, the range is estimated by the

tLevine, Dantel. Demographic Trends Shapinge the Natlon, Remarka hefore the Dene
araphic Outlook Canterence, 1thaca, N.T., Juus 0, 1081

+ I
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Figure 1. Total Fertility Rates for U.S. Women: 1 917-1979
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H PEAK YEARS Nl
OF THE BABY BOOM

¢
1917 1920 1930 1940 47 1950 1960 ‘64 1970 1979

Source : Cited In Bouvier Leon. "“Amerien's Bnby Iioom Generntlon : The Fnteful Bulge.”
Popuiation Reference Burenu, vol. 33, no. 1, April 1980, p. 5.

Census Bureau at three to six million. With these patterns of growth
as background, the follow ing sections deal with the composition of the
age structure, the rate of immigration and the country of origin pat-
terns. (The distribugon of the population is covered in Morrison’s
paper.).

A. A Shiftin the Age Structure

"The aging of the baby boom children coupled with a declining birth
rate will have a large impact on the relative size of future population
age groups. As noted in table 1T there already has been 2 decline in the
young school-age coliort (ages 15 and nnder) affecting education.
There will be a decline in vhe rate of growth of the labor force due to
the decline in the relative size of the 16-24 year old age group.

TABLE 11.—AGE DISTRIBUTION OF POPULATION, 1970-93!

- 4 [Percenlin each age group)

vAte 1970 1977, 1985 1995
15andunder. ¥ .. . .. . i 30.2 5.1 2..8 4.0
16024 . .. e e .- 15.7 16.9 14.8 12.1
25t 3¢ 12,6 15.6 12.3 15.4
35to 44 . .- 1.4 109 id.5 16.0
45063 | . .. e e remeeemeenn 0.4 20.1 18.9 20.2
§Sand over .. . C s 9.7 10.8 1.6 123

+ This distnbution mum& the annual 1ate of ziowth of the population (0.7 to 0.8 percent) will tontinue into the mid
1980 s, 1i1e to 1" percent a$ the numbe: of women of childbearing age increases, and fall to 0.6 percent in tho earhier
199)°s as a dechining number of women enter childbeaning age.

-




ERIC

Aruitoxt provided by Eic:

¢

6

Thero will be a rise in the young adult category Snges 25—~14), the
“baby boom™ bulge, and a rise in the percentage and the absolute num-
ber of individuals over 63. .\s a result, the proportion of the popula-
tion age 24 or younger would decline by more than 20 percent, inov-
ing from 46 percent of the population to 36 percent. However, the
population aged 65 or over would rise 27 percent. These shifts will
have a major impact upon numnerous public policy issue areas includ-
ing college enrollinents, the all volunteer armed forces, the availability
of initial entry workers, and varions health delivery systems.

B. Kids With Kids

In 1977, 17 percent of all natural births in the United States were by
teenage girls and approxinately 4 percent of these births ocenrred
outside of marriage. By contrast, teenagers in 1950 bore only 12 per-
cent of all children. If present rates continue, approximately one in
five of today's 14 year old girls will become pregnant before reaching
her cighteenth birthday. Newsweek reported in the fall of 1980 that
nearly 30 percent of Ameriea’s 10.3 million young women age 15 to
19 have had premarital sex—almost double the 1971 rate.?

It is estimated that during 1979 over 1,000,000 teenngers (for the
fifth straight year) became pregnant with approximat:ly 600,000 of
themn giving irth. In 1976 teenage sbortions aecounted for 32 percent
of the nation’s legal abortions, .

An Urban Institnte analysis indicates that in 1973, $4.65 billion, ap-
proximately half of the money paid to families enrolled in the pro-
gram of Aid to Families with Dependent Children (AFDC), went
to households containing women who liad borne their first child while
still teenagers. Using different assumptions and methodology, the
Stanford Research Institute (SRI) calculated that the 442,000 “first
teenage births™ in 1979 cansed $760 million in government expendi-
tures that year for welfare and medical eosts. SR1 defined welfare
costs to include food stamps, other nutrition programs, subsidized
rnbliu housing, and social services, as well as AFDC. SR1 projected
ong-range total welfare and medical expenditures for these chil-
dren in excess of $8 billion: $1.2 billion in medical expenses over a
nine-year period and $7.1 billion in welfare costs ever in a 19-year
periad.®

For tecnager mothers, the social problems are manifold. There are
higher risks of death and medical complications; suicide and child
abuse are higher than among older groups; and, as eight ont of ten
svung moihers drop out of Ingh school, prospects for employment and
self support are limited. Existing day care centers offer little jin-
mediate assistance becanse more than three fonrths of all day care
centers in the United States refuse babies under two years of age.!

Moore. Kristin. Teenage Motherhood . Soclal and Economie Consequences, Washington,
D, The Urban Institute. Spring 1880, 30 p., The Games Teenagers Play. Newsweeh,
Septemher 1080. pp. 18-33. and Grassley, Charles, Teenage Pregnancles . Government or
Individual Solutlon. Congresstonn: Record, Oct. 12, 1078, p. 12708,

3 Children Having Chitdren . The Cost to Governinent is Large, Across the 13oard.” ‘The
(;n!i;t'rt:n(i(;‘B()n{’l.l. .\"."N)x:_ J“llf' 1379. pp."l ‘1‘!. Krlusl.n A Moore, "'I‘m-nnu.o (:hl’ldhlrth and

elfare Depenilency. amily Planning DPerspectives, v. 10, no, 4, July/dug. 1078, ph.
2.l 230, 1t should be noted that only a small percentage of persohs” recelving welfare
contimie to remaln on the rolls for n 10-year perlod.

C(ard, Josefina J. “Consequences of Adolescent ‘Childbearing for the Young P’arent's
utare Personal and Professlonal Life, Amerlcan Institates for Research.” Palo Alto, Call

wrnin, June 1977, and Scharfl, Kathleen Rudd. "Teenage 'regnancy . Why the Epldemle,
Worklng PPapers,” March and April 1979, .
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C. Immigration and Minorities

As noted earlier legal immigration accounts for approximately 25
percent of the annual population increase of the United States and
illegal munugration may account for as much as 10 to 25 percent more
according to one estimate. In examining our nation's profile, iinmi-
gration > important in terms of the absolute munber of people enter-
g the Umted States and in terms of their country of origin. The
United States has set carefully defined limits on the number of aliens
it adinits legally into the country, and with the decline in the nation’s
birth rate, muugration (legal and illegal) has become a very visible
publie policy issue. ,

Unrest in southeasterfl Asia, the Cuban exodus, a rapidly growing
Mexiean population, and relative economic prosperity in West
Furope are just a few of the factors that account for the shift in legal
imnmigration to the United States from Kurope to North and Central
America and Asin. During the 1967-76 period, North America (in-
chuding Mexico, Cuba, and the West Indies) le-lall other regions with
1,007,464 immigrants. This was an increase of 3.4 perent over the
previous decade and Mexico accounted for approximately one-third
of this increase. These shifts are reflected in table 1V.

Statistics in the United States eoncerning mminorities are at times
difficult to follow, for the statistics until 1970 were generally broken
mto two categories, white and minority. Issentially, the term “minor-
ity ™ was taken to mean blacks and Asians. Hispanics were grouped
with whites despite their cultural and linguistic differences. However
it 1s clear that me cusing Hispanic inigration, coupled with a higher
birth rate for IHispanics already in the United States, lus macle the
United States one of the largest Spanish speaking nations in the
world,

TABLE 111.—LEGAL }MMIGRATION TO THE UNITED STATES BY CONTEINENT, FISCAL YEARS 1956 65 AND 1967 761
o . . ¥

Continent 1956-65 1967-76  Percent change

1,400, 051 1,015, 110 ~21.4

224,342 1,092, 688 +4-369.2

22,924 63,978 +179.1

Noith America,. V. . - 1,050,983 1,507, 434 +43,4
SOUth AMEMICA. ... cvrrnnsnanonmasnannaas 162,172 212,778 +26. 8
OMNCLiisueees v oo v o ceicimee ceanmnsmanansamiamran 12,081 30, 231 +150.2
Total... .. .. . Coere amemaes s 2,878,153 3,283,219 34,9

«llz)gpulmmls of Justice, Labou, and State, U.S. Interagency Task Fores on Immigration Policy, Staf Report, Mareh 1979
p. 124, :

The 1980 Census identified approximately 116 million persons (6.4
percent of the population) as being of Spunish origin. This is up con-
stderably from the 1970 estimates of 9.3 million. The probability of this
trend continuing is reasonably high, for it is estimated that Latin
Amenea’s population will double in 25 years from 300 million in 1977
to approxunately 600 million, Mexico’s population doubled from 32
muihion m 195% to 61 million in 1978 and is expected to double again by
1998, Over approxumately the sae time Central America’s population
is estimated, to double and reach 39 million inhabitants.®

» Anson, Reberto, Hlspanles In the Untted States. Yesterday, Today, and Tomorrrow.
I he Futurist. vol, X1V, no. 4, Aagust 1980, pp. 27 and 29, and .Amerlean Counell of Life
1nsurance. Seelal Resenreh Servless. Data Track 5. p, 0.
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Over the last decade, the.nation’s black population grew by 17 per-
cefit, considerably faster than the 11 percent overall increase in the
nation’s population. In all. the number of blacks expanded from 22.6
million to 26.5 million or from 11.1 to 11.7 percent of the total popula-
tion. The increase is partially a result of improverents in the 1980
Census procedures for ennmerating predominately black neighbor-
hoods, and a birth rate which is generally iigher than the white popu-
lation’s. Mississippi is the State with the largest percentage of blacks
(more than 33 percent of its residents). South Carolina and Louisiana
aro neat with about 30 percent. By contrast more than a third of New
Moxico's population are Hispanic; one in five Texans are; and almost
ouc in five Californians are. Hispanics ontnumber blacks in 18 States.®

II1. Tue Fasuny ano Housexiop Foxdartions

¢

Any belief that Americans do not place top priority on the family and family
lite is completely refuted by the results of this survey. The fludings represent a
ringing endorsement of the family in American life.—George Gallup—1980

.\ 1980 Gallup survey found that eight out of ten Anericans 18 years
of age or older say that families are either the “most” or “one of the
most important” elements of their lives. Yet, the “American family™ is
a sub{'ect of much concern, with anxiety over its future seeming to esca-
late during the decade of the 1970s. Increasing divorce rates, geclining
birth rates, a sharp increase in the proportion of single-parent families,
and the emergence of the elderly in .\nierican society as a significant
group with its own problems have all contributed to a reexamination of
the status and adequacy of the family. The term “reexamination” is
used becanse history shows that since the time of the Founding Fathers,
avery generation has expressed its doubts about the stabilify and con-
tinmty of the family. For example, in the .\g\grican Revolutionaryera
mnch anxiety was expressed about the pos$ible disappenrance of the
Anierican family, and during the Civil War the nation’s crisis was fre-
quently projected onto the Tate of the family itself.

One problem in any discussion of the family is that the statistics
used to deseribe the family are based on diflerent definitions. 1f one
defines the nuclear family asty pical of the 19505, with husband as sole
l)l’()\illl'. and wife as homemaker rising offspring, such a family is

secoming a vare (but clearly not vet extinet) species, Statistics indi-
cate ihat this household now represents from seven to ten percent of
all houseliolds with children under 18, lowever, marzied couples with
childven under 18 constitute almost 32 pereent of all honseholds and
married couples with no childven under 18 constitnte an additional 30
pereent of all houseliolds, Persons living alone coustitnte an additional
30 percent. of all households. While many of the latter are the elderly,
this statistic also indudes grown children wlo are not married and are
living alone.’

Compared to the early 19605, the age at the time of first marriage is
increasing ; the birthrate is deelining; and the period of “child free”

(I

yeurs of marringe lins increased about 14 years. (The period of child

s Reinho'd  Nohert, 18980 Cenpax Showe 17 Pereent Growth of Blacks Led Other 1.8,
Gronwvs. New York Times, February 24, 1981, p. A-1 and A-12 and The Numbers News.
Supnlement to_ Amorlean Demeeriphles. no, 3. Apr, 20, 1981,

1 Speeman. Marvin B, Posithve Famlly Functioningz p. 1. and_Glele Janet Zolllnger
Pirerimination, Sex Rotes and Chancing Family Stracture. p 31, Papers presented to the
tesearch Forum and Family Issues, White House Conference on Familes,
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hearing has been shortened by three years and the period after the -
children leave home has increased by 11 years). The divorce rate has
doubled ~o that approximately 40 percent of all macriages end in
divoree. The “reconstitated " or *blended™ family is comnpets, « actively
with the 19505 ty pe of nuclear family. These changes have had a major-
impact on the size and the rate of household formation in the United
States and these changes may significantly affect our nation’s social
welfare policies.

C‘urrently, non-family, uudti-person houscholds comprise 3.4 per-
cent of all households &nd this includes wnmarried couples as well
as unrelated adults sharing a dwelling to reduce thein living expenses.
Ningle or one-parent famifies will be discussed below. While it appears
that traditionel faunily values may be under pressure, the family is
atill Lasically nuclear but more likely to be characterized by later mar-
riages, two wage earncers, delay ed births, and ather new patterns.

By 1990 this situation could change considerably. If one assumes
that the current pattern of low fertility continues thiough the decade,
as many as half the women born during the mid-1950s will still be
iildless or witl only one child. s a result, a declining proportion of
all houseliolds will Tave young children present. .ccording to one
projection, by the Joint Center for Urban Studies of MIT and Iar-
vard, by 1990 half of the 50 million married couples will not have

. children under the age of 13 living at home, If one adds this figure to

the projected 20 willion female-headed households without children,
aid the projected 14 million houseliolds headed by men without chil-
dren present, the calculation comes to almost 60 million households
without children or almost two-thirds of the projected total number |
of 1990 households, t - ?

. A, Women in the Work Force

Inteetwined with the trend toward smaller families (the two-child
family is the reported desired norm and intentional childlessness also
has increased in recent years), has been a noticeable increase in the
percentage of wives who earn incomes. From 1947 to 1978 approxi-
mately 15 million wornen were added to the labov force and from 1979
to the end of the eighties an additional 11 million women will join
them. By 1090, according to the MIT-Ifarvard report, the one-earner
Lusbatd, wife household will clearly be the exeeption, for such house-
Lolds will account for only 1+ percent of all households as compared
with 43 percent in 1960, The report also estimates that wives will con-
tribute about. 40 percent of all fauily income in 1990, compared to
about 25 pereent in 1980.° )

The poliey implications of this shift are quite significant. .\s just one
Mustration, an Urban Institute study in 1977 found there were 6.4 mil-
lion children under age-gix with mothers in the labor force. Of this
total, an estimated 1.4 vv?ik}'on children or 22 percent received federally
subsidized day care at 4 cdst to the Federal %}ovennnont of $1,055 per
child. By 1990, because of the increasing number of women enterin
the work force, there are projected to be 10.5 million children in nee
of day care. If one assumes the proportion of children receiving fed-

* Bane, Mary Jdo. et al The Urban louschold in the 1980s--A Demographile and Eco-

|
|
|
noimte Perspective  Urban Institute, Washington, April 1950, Prepared for the Depart ‘
ment of Housing and Urban Development. 1

Q .
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erally snbsidized care and the cost per child to remain constant, Fed-
eral costs would increase by 71 percent to $2.4 billion. If one adjusts
for inflation the total Federal expenditures conld be considerably
higher.? ) 5
B. Household Formation and Composition

Although the rate of population growth has been declining and some
States are cxperiencing zero population growth, onr nation has ex-
perienced » remarkable increase in the rate of household formation.
According to the 1980 Census, during the last decade the nnmber of
households increased by 27 pereent from 3.4 million to 804 millio.
At the samo time the number of persons in households increased by
only 12 percent. Changes in the type of family patterns and in the
rate of formation have led to a decline in the average houschold size
from 3.11 in 1970 to 275 in 1980. Every categery of household, ex-
cept married conples with children, increased in absolute mumbers.
“Pho increase in one-parent families has been termed by the tradition-
ally conservative Census Bureau as “dramatic,” for during the 1970s
one-purent families inereased by 2.6 million or 79 percent. In 1970,
about 11 percent of all families with children living at home were
maintained by one parent. By 1979 this proportion had increased to
19 percent. Over two-thirds of all one-parent families were main-
tained by whites in 1979, but at the same time approximately 50 per-
cent of Dlack families with children at home were maintained by one
parent, More than a third of the children born in the 1970s will spend
part, of their childhood living with enly one parent,

The policy implications of this shift for social {)rogrums are also
sigmificant. For cxample in 1979, according to the Bureau of the
Census, 24 percent of the female headed households had irvomes be-
low $5,000 and roughly 48 percent of all families below the poverty
level were maintained by women with no husband present. By con-
trast 40 percent of narried couple families in 1979 had incomes above
$25,000.

Ina 1980 study conducted by the National Association of Klementary
School Principals and the education branch of the Charles Kettering
- Foundation, it was found that children from one-parent families are
twico as likely to do poorly in elementary sehiool and in high school.
They were reported to be three times as likely to be Gxpelled; and
twico as likely to drop ont.

IV. Our Mcixe PoruLariox

Since 1900 the percentage of individuals in the United States over
the agoe of 63 has inereased steadily. In 1900 individuals over 63 com-
wised four pereent of the total popul.cion. By 1950 this percentage
{uul doubled to eight. percent, and by 1980 it was approxmately 11
percent. By 2030, only 50 lyonw from now, the number of elderly (65
plus) is projected to reach from 17 to 22 percent of the population,
with the estimates varying according to different birth and death
rate projections. The_following table oreflects past and projected
changes in the composition of our nation’s elderly population.

* Muller, Thomns. et al The Urban Household In the 1080s—A Demographie and Tico.

nomle erspective. Urban Institute, Washington. April 1080, I'repared for the Depart
nient of Houslng nnd Urban Development. - -

l ;

Jox

O




t

O

ERIC | 19

Aruitoxt provided by Eic:

11

TABLE IV.—PERSONS 65 AND OVER

Number (in Percentol  Over 7523 a pef-cent

Yeat milhions) population of 65 and gver
3,09 [ 3 N .

6. 705 Sk mnece mecacaamszes

16,675 9.2 3.7

23,431 10.8 36.8

29, 824 1.7 40.3

31,822 12,9 45.2

3,337 13.9 43.2

- A
Note: #ew Census projections for those 65 and over will not be available unti! later tns year, Thenew projections wil
assumo improvements in the mortality r1ate and thus the absolute numbers should be l3rger.

Source: Miscellaneous Census publfcations released rlior to the availability of 1980 census. Assumes existing rate of
mortality and 2 birth rate of 2.1 births per woman of childbearing age. .

The enrrent manber of aged (65-+) in the United States is approxi-
mately 25 million and the absolute munbers are growing at a rate
approximately, twice that of the general population. The elderly com-
prise about 16 million consnmer households. (Abont one out of every
five households in the United States is headed by a person 65 years or
older.) Approximately 3.6 milhon older persons 15 percent of the
total)” are expeeted to have incomes below the poverty level. This
arowth in the numbers of older persons has important implications for
public and private pension and income maintenance programs, as
subsequent paper (Shipp) will more fully discuss.

Table V shows the changes in life expectancy from 1900 to 1950
and from 1950 to 1978. The key question i3 what shifts, if any, will oc-
cur between 1980 and the year 2000.

TABLE V.—LIFE EXPECTARCY !

° 1900 1950 1978
Life expectancy at birth:
MO0, . ecuceamanarsncas-assanrian o smascassivaganasimasanmase 46.3 65.6 69.%
WOMBN . o oo cceecvomenas cecessacsacsaasas-asasssaanasaarasacs 43.3 18] n.2
*

TOIl.  cecacaecccarscannsamannassacansannanan N eeesmasann 41.3 6.2 1.3

Life expectancy at age 65!
M 1.5 12.8 14.1
1.2 - 15,0 18.0
1.9 13.9 16.1

—— —— e e e e o ————— . ——————c e o = T e e e e

1 National Center for Health Statistics, 1980.

Increasing longevity conld have a’strong negative inpact upon the
solvency of some public and a few corpotate retirement programs. As-
suming an eight percent inflation rate and a pension adjusted for in-
flation, a person who starts with retivement benefits of $300 a month at
age 65 would receive $87,000 in retireinent over a remaining lifetime of
14 years (the 1950 life expectancy of a 65 year old). However, with a
life expectancy of 16 more years (as it was in 1978), 25 percent more
money or about $109,000 wil have to be dispensed.

With many of the elderly migrating to the Sunbelt and/ox to hon-
metropolitan America (upper Michigan, Missonri, Arkansas, New
[Tampshire, New Mexico. Oregon, aliforhia, and Florida), some
States have experienced sharp changes in the age structure of_ their
population over the last decade. Nevada's older population almost
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doubled ; Arizona’s increased almost 80 percent; Florida's was up 63
percent; and the clderly populations of Hawaii, New Mexico, and
Alaska were up more than 50 percent.

For those retirees heading to non-metvopolitan .\merica, there may

bo major transportation problems. Some 15 percent of the rural house-

holds, 37 percent of the rnral poor, and 45 fercent of the rural elderly
do not own an automobile. Moreover, only 31 percent of the nation’s
90,000 towns with a population of 50,000 ov less are served by a public
transit system and since 1972, 1,800 small towns have lost intercity bus
service. .\s a result, the transportation needs of the elderly must be met
in ono of three ways : (1) special transportation (taxi, friend. relative)
from the home to the site of needed services (such as shopping, doctor.
"dentist, social functions). (2) services delivered to the home (snch as
homemaker service, meals-on-wheels, home health care, and foster
care), and (3) transportation to serivices provided on a congregate
basis in centers offering adult education, recreation, nutrition, or day
care.
VI. Soxe CoxcLupiNg OBSERVATIONS

The trends presented in this paper do no more than provide a gen-
eral overview of our nation’s changing demographic patterns and a
highlighting of some of their imphcations for human resource pro-
grams. We have discussed the “baby boom™; changes in“the fertiilty
rate; changes in the structnre of the family, household size, and the
single-parent family; and the aging population. Some implications for
human service programs and facilities are clear. For example, the
school and college facilities which expanded in the 1960s and early
1970s ave now too abundant for the current school-age generation. .\s
more manied wornen, particularly those with preschool children enter
the workplace, there will be an increasing need for public and private
child cave facilities. In addition, low marriage rates, high divovce
tates and the increase i single-parent. families could offset any redue-
tion in the public assistance caseload caused by low birvthrates.

P




B. FRAMEWORK FOR ANALYSIS

<

ANALYZING THE IMPACT OF DEMOGRAPHY ON
SOCIAL PROGRAMS

By Willimn Robinson *

Demography is a holistic and ambitious science, While dealing with
stch mundane topics as birth rates, death rates, inigration and popula-
tion changes; demography must also confront such judgmental mat-
ters as changing tastes and values, attitudes towartjl marriage, feel-
ings about childbirth, and trends in the intangibles that make people
consider one region as more “desirable” than another. Moreover, de-
mography attempts this difficult assessment process not only to hel]{ us %
wndersiand how we got to where we are today—but reaches beyond to
paint a portrait of what we will look like as a people in the future.
Obyiously, some cantion must be used in interpreting the products of
such an approgeh. My task is to constrct an analytical framework
. that will help aswess the impact of demographic changes on social '
Programs, ) :
1. The Prosurys or CHANGE

The first element in building such a framework is the obvious can-
tion that demography must deal with events in a state of flux. Extrap-
olations into the future may go awry not only if changes occur 1n
the direction of an important variable (such as an increase in birth °
rates), but also if the rate of change differs importantly from original
asswnptions. We must always be aware of the potentinl volatility of
these demographic assnmptions, and try to intagine how the future
night look if sone of these asshmptions were changed within a rea-
sonable range--in short, test the sensitivity. of onr analysis to the as-
snmptions made.
) 2. Orner DevemdNaxts

_Sceondly, while demographic changes will be important factors im-
pinging on social'programs, they will obvionsly not be the only fac-
tors that will inflnence these programs in thesfuture, Othasimportant
determinants of human resouree programs inelude changes in—

' The state of the economy (wnemnployment dnd income distribu-

tion- -all income maintenance programs, yud the largest education

and health programs) ;

‘The values and tastes that shape attitudes toward these pro-
Qrams: “
The national and international envirormient in which we live

(e.g.. whether or not we are at war; the extent to which trade bar-
rievs are lowered) ; and

~  *Senlor Specinlist In Soclal Welfare, Congressional Research Service.
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The political system through which we make changes in the
programs. )

a. Demography as surest base~—Iaving said all that, it is still im-

portant to remember that demographic factors will be among the more
certain benghmarks we ean use in assessing changes in social programs
in the future. Projecting the state of the economy, societal values, or
international tensions into the futnve is franght with far more uncer-
tainty than trying to gange how many people might be in existence at
a given point 1n time—and in need of certain services. )
Tor example, we can know with some degree of certainty how
niany people will be cligible for Socinl Security cash benefits in the
year 2000 because those people have already been born. In fact, the
youngest recipients in that year are already 44, and actuarial tables
ean do n fairly good job of telling us how many of them will still
bo around 18 years from now to collect benefits. By the same token,
wo can know with some assurance how large the labor force may be
in the year 2000 since most of that )1'011}) 1s already born or will be
born in the next few years, (Obviously, the complications begin here.
For example, what will labor force participation rates look like for
blacks, whites, women, teenagers and older workers. These rates will
be influenced by the economy, values, tastes, tradition, government
programs, and other forces.)

b. Problems of the youth population.—Another set of problems
arises, however, in projecting the population gronp which will be
twenty or younger m the year 2000, Births that ocewrred in 1980 and
in 1981 will become the group from swhich the 19 and 20 yeat
olds will be drawn in the year 2000, All those who will be younger
than age 19 in the year 2000 have yet to be born. The size of this large
nnborn group is partly a function of pas. birth rates, (how many
wonten are in their cluld-bearing years between now and 1999), and
Yurtly a matter of values, tastes, and econonties (how many chil-
dren these women will wish to have). The last set of variables is far
motre difficult to assessthan the first.

¢. General guidelines.  Thus, if an entire age group is likely to in-
fluence some secizl programs, then the impact is fairly casy to assess
(as with Social Security). However, if some portion of that age gronp
mast be considered, then the task is somew hat more diflienlt {as in
ganging the need for sccondary cedueation). Mareover, if theMpro-
gram depends on choices or values, then the task is very Jillienlt indeed
{as in attempting to project the labor foree or how many people will
be enrolled in institytions of higher education by the year 2000).

3. INpiviprars vs O INSTITUTIONS

The third factor to consider in building owr framework is to Jook
at the differential effeet that demographic changes can have on ihdi-
vidumals and institutions, This differential impact, in turn, will atlyet
Inuan resource programs in different ways,

For example, the increasing number of people who are 65 years of
age o1 older will have a fairly direet impact on the size of the Social
Secmity program. On the other hand, the relative decline in the num-,
ber of children under age 19 aill not neeessarily lead to a propor-
tionately reduced demand for elementary and secondary cdueation.

22
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While the size of the population to be served may be smaller, the ef-

fects of this change are medinted through the edueation institn-

tions which serve this group, such as teachers and school boards.
"These institutions have a stake in the services provided to the youth

‘popnlation, which is distinet from the interests of the youths them-

selves, For programs that render services through institutional pro-
viders, the providers may oppose or support the ehanges implied by
the basic demographic changes. Thus, while the yontl: population
may decline, the job needs ot tenchers may canse them to intercede
to mmake it more diffienlt to shift resources away from education.

It is also conerivable that the interests of the providers may rein-
force the claims of recipients (as in the case of the Food Stmup pro-
gram  where geavrons program benefits provide inereased income
to Loth recipients and provider-grocery stores).

‘The wain point o remember 1> that demographic changes will often
lave complex effects on human resonrces programs, and the indi-
wdnalsays, institudonal dimension is'an important consideration in
sanging thatunpact.

b, {IEOGRAPHICAL FLEXIBILITY

A fomth factor in oue analytical framework is that of geographical
flexibility . Seme programs ave designed to vary by geograplucal avea,
and respond to local as well as national needs and civenmstances. An
example of such a program is Aid to Families with Dependent Chil-
dren (AFDC). where States determine the benefit levels to be paid
cligible beneficianies. as well as setting the eligibility levels thunselves.
On the other hand, Social Seenvity cash benefits ave nniforin throngh
out thie country for people with similar employment histories.

3, Tur Feoerat Sysuwpn

The fifth clement of our anxlytieal structure is a recognition of the
ditferentind effects on onr federal system of government. Any changes
in demography will be felt ditlerently by the vavious partners in the
federal system Federal, Statc, and loeal governments, For example, |
merenses it the aging papulation will be 1cflceted in greater demands
on the Federal Govermment  which finances Social Seenrity and Medi
wite, Decteases, in the youth population cannot he usgd to balanee the
presstitey an the Federal hudget, becanse the lese bur!\'hm(l will be
felt by State and local governments (as providers of education),

6. Levers or Traprorr
Finaliy, even when looking only at Federal Government finances,
any' ~hifts in tesourees can :(/‘&lll' at three levels: N
Within a programn @ea (e.g., by capturing the funds releascd
Ly Tewer dementany school students to improve education quality
“or reduce class size) ;
Between one program area and another (e.g., by incrensing de-
fense, while cutting back on child nutrition benefits) ; and
Between the provate and publie sectors (e.g., by requiring pri-
vate emplayas to furnish more conrprehensive health eare bene-
fits in hen of providing morve govermment-financed benefits).
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7. CoNcLuUsION

In conclusion, I hope it is clear by now that assessing the impact
of demography on social programs is a very complicated business. But
it is a necessary and profitable undertaking as we look ahead to a
decade or more of tight budgets, mounting pressures for more spend-
ing on defense and energy. and the changing needs of a changing
population,
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SOME THOUGHTS ON THE BUDGETARY IMPLICATIONS
OF DEMOGRAPHIC CHANGES

By Paul B. Ginsburg*

1. INTrODUCTION

The human resources comnponents of the Federal budget consist of
programs for health services, income security, education and training.
nutrition, and honsing assistance, The programs supported by Federal
outlays are for the mnost part directed at individyals, but the benefits
are not share equally by individuals. For example, the Medicare, pro-
gram benefits individuals aged 65 and over dnd disabled individuals
onle;, with the oldest of the beneficiaries receiving the highest benefits.

With unequal benefits directed at individuals, demographic trends
are likely to play an important role in the size and composition of this
budget. Many of the programs that make up the human resources
budget benefit well-defined populations—for example, children in
school, college students, or eldetly persons. Changes in the relative sizo
of these groups in the population consequently have the potential for
significant changes in the sizes of these programs and their budgets.

"Tho influence of demographic changes is likely to be a complex one,
however. Changes in the size of components of the budget will not
necessarily be proportional to the number of persons in the group
targeted for benefits. First, factors liko fixed costs and labor market
conditions may cause outlays to vary disproportionately to the num-
bor of persons for n constant level of services per person. Second, and
possibly more important, there may be a policy response to the demo-
graphic change. Growth or decling'in the target population for a pro-
gram wnay cause a change in polick toward the program, with the re-
sult being an increase or decrease in the benefits per person in the
target population. %
~In this paper, T will briefly review the human resources budget ns
= it stands todny and then describe the demographic trends likely to
have implications for it. With that as a background, I will discuss
thrée types of changes in the budgoet that we are likely to see: propor-
tional changes, nonproportional changes, and changes based on policy
vesponses to the demographic trengs,

2. Ture HuymaN Resources Bupeer

-+
.t Federal outlays for human resources in fiscal year 1981 accounted
for $345.5 billion, more than half of total Federal ontlays {sce Table
1). Social Security benefits are by far the largest outlay, followed by
Medieare, The lines between human vesources and other parts of the

*Deputy Assiatant Director for Income Securlty and Health, Congressional Budset Office
7))
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budget are difficult to draw. For example, many agricultural pro-

grains, which are not included in the table, are intended primarily to .
protect the inconies of farn fanilies. —

~

“YABLE 1.~HUMAN RESOURC[S OUTLAYS, FISCAL YEAR 1981

3 [in bitkions of dottars) -
- L)
function . Federal outlays
Income security. ececas } waelemaennosnncasean CemesmasanmesnenmEEenNastaTesasitann arantat ot £25. 1
General retivement and disadility INSUIANCE. . . e cncamnarrenscancsssanasscvanaans - 145.0 +
Federal employes tetirament and disability...cceemsneacnaneantensancannencasananas .ee 12.5
Unemployment compensalion..ccc.eanuenns ’ 19.7

Food an0 NUILON A3STIIRCE .. o vcrcurnrasnnnasnreansasnstanaunmsatonus stnacmsannnan aacs 16,2
0th .

EQUOION. canercnneamannans
Training, employment, snd labor services

Social services. 6.5 2
Voterans beaefits and seIViEtSeencecacannnnean eamreanseneeannaanas eees seenesesseezeamnanie 23.0

1200ma $6¢UIity TOf YOROMIN ¢ o vennecr canemmstacscncmnctasaansenenanaasnanse 12.9

Hospital and medical care for vEtIaNS o ieeimn e smantnmmacacatstnta st e te e m e nane :7,(11

"I'he human resources budget has grown-substantially over time, both
in absolute terms and relative to the rest of the Federal budget. After
adjustment for inflation, the huan resources budget grow at an aver-
ago annual rate of 15.1 percent fram 1966 to 1981, Its share of Federnl |
outlays increased from 31.1 percent to 52.6 pertent. : >
It is instructive to note that factors other than demographic trends
may well have been more important in determining the size and compo-
sition of fiynan resourco outlays in the past. For example, the rowth
of Social S&urity benefits and the enactment and expansion of Medi-
care since the mid-1960s lf)robabl reflects much more a ¢hange in
attitudo towards the rolé of the public sector than a response to demo-
graphic trends. This should not indicate thet population changes have
been unimportant, but recognizing their influence is tmade more diﬂjfult
by tho presence of other influenceg on the budget. B ¥

-

3. Dexoarariic TrENDS

A number of demographic trends.hate the potential to affect human
resonrces progra s in an important manner. The most critical np})cm-
to bo the growth in the number of clderly persons, especially those
olderly aged 75 and over, the materigafthe ¢ baby-boom® population,
and the current low birth rate. )

The aging of the population has obvious impncts on pr(:f;rmns such
as Social Seeurity, Supplemental Sccurity Income, Medicare, and l
Medicaid. The increase in the population aged 75 and over has particu- 1

‘

lar.implications for health programs as these persons use health serv.
ices, especially long-term care, at a much higher rate than those aged
65-75. Aged veterans arc important users of Veterans Administration 1

[
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r
health services and potentinl recipients of non-service connected

pensions.
. .The maturing of the “baby boom™ population has important implica-
tions for education and training budgets. Elementary and secondary
school enrollments have declined. and with that, presumably some of
the need for Federal assistance. College enrollments from the tradi-
tionakeollege-nge.groups are expected to decline, and with that, so will
the need for scholmiships and subsidized loans for these groups. The
vapected decline in the numbers of teenagers and young adults could in
tine take some of the pressure off markets for inexperienced, unskilled
labor, thus reducing requirements for youth employment programs.
Some human 1resources programs are less subject to ini):luence by
demographic trends because tlreir benefits ave not as concentrated on
articular age groups. Food stamps is an example of such a program.
ince low income is the only requirement for such assistance—in con-
trast fo old age. disability, or having dependent children in other in-
come assistance programs—benefits are dispersed more evenly across
age groups. However, the size and location of the poverty population

will be influen, ed in part by such demographic factors as the growth in

\

single-parent families and in female-headed households.

4, PrororrioNar, CiANGES

- —

. o . . ' .
A first approxination of the effects of demographic trends on huinan
resources programs is proportional change. Entitlement programs

come closest to this model. For example, the growth of the elderly

population j» expected to cause roughly proportional inereases in out-
lays for entitlement programs such as Medicare and Social Security
pensions, Since these age entitlement programs, the changes oceur

* antomatieally.

Q

An application of ile proportional deeline medel conld be subsidized
loans to college students or theit parents, Mccording to tivs inodel,
declining numbrers of persons of college age should lead te declining

cnrollments, which in tarm should leed to declining’ loans and loan.'

subsidies. , ——
In none of these examples is the change likely to be exactly propor-

‘tional. For example. the growth of the elderly population i~ not ex-

pected to be unifdirm across varvious age groups, and different age
groups make varying use of Medicare-covered medical services. In
addition, the growtli of the Medicare population increases the propor-
tion of medical bills paid by insurance, possibly inereasing medical
prices.. Nevertheless, proportioual change is a reasonable approxima-
tion of entitlement programs whose beneficiaries are of similar age.

5. NoxrrorowrioNan CnaNges

. '

In many hmnan resources progiams which ave not, entitlemengs,
where eligibility and benefits are not .anchored in law, changes in the
size of the eligibility group aflect program outlays in miore complex
ways, In contrast to the entitlement programs which give Lenefits di-,
rectly to individuals, inman resources programs which rely on annual
appropiiations often fund agencies to provide variable levels of sery-
ices to a defined population. The size of this funding need not change

RIC 2T
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proportionately, and is subject to periodic change in the appropria-
tions process.

Some programs currently serve only a portion of eligible persons
who would like services. A change in the size of the cligible popula-
tion by itself could have little iinpact on funding for agencies provid-
ing services unless a policy decision were made to increase funds suffi-
ciently to cover the newly eligible or to reduce funds for those no
longer-in need of services. For example, the maturing of the “baby-
Imom™ population should nltimatcky‘roduce the magnitude of the youth
employment problem. Fewer unskilled youths should be coming into
the labor market, thus reducing the excess supply of this type of labor.
But agencies providing job training current}y are not able to serve all
cligible applicants. .\ reduction in the size of this eligible population
need not affect the funding of these agencies. To the extent that it
does, it will reflect a policy decision to reduce funding in light of the
tecliniifg magnitude of the problem. Such policy decisions are dis-
cussed below.

Another example of nonproportional change is Federal aid to elemn-
entary and secondary education. Enrollinents in these grades have been
declining but costs are declining less than proportionately. Fixed costs
are an important reason for tﬁis result, Excess physical plant must
often be maintained for some time when enrollments decline, especially
when parents resist school closings. Teachers™ compensation does not
decline proportionately as staff reductions through layofts and cessa-
tion of new hiring reduce the proportion of teachers at the low ends
of salary scales. ' ’

6. PoLicy Resronses :

The foregoing discussion considered only changes in human re-
sourees spending that would come more or less automatically from
changes in the size of populations eligible for particular programs.
The expected demographic changes are sufficiently iimmportant, however,
that policy responses are likely as well. Benefits per eligible person
could be increased or decreased in response te changes in the size of
the eligible population,

Two models may be releyant in explaining poliey responses to demo-
graplic changes. L will call them the resource allocation model and
the constituent pressure model. Either one”or both conld be relevant
to the policy response for a particular prograny

" a. Resource \llocation Model —In this modél, demographic trends
alter the relative “prices” of different human resources programs,

~ When the eligible population for a program grows, the “price™ of the

program increases. The response to this higher price 15 less spending
per eligible person on program benefits.

This process is analogdus to individuals making decisions on their
wrsonal consuniption patterns. Possibly the most important change
m relative prices in recent years has heen the increase in encrgy prices,
This has caused spending on energy to increase, but less than in propor-
tion to the price increases. Individual consmiers have made decizlons
to reduce the amount of energy nused because its price relative to that
of other goods and servives has increased. They have purchasedBumaller
cats, driven less, insulated their homes, and heated and cooled to Tess
comfortable temperatures.
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Similar considerations conld influence policy responses to demo-
aaphigtrends, In an analogue to personal resowree allocation deci-
Sl :munritiv.s are the amounts of services delivered or resources
tran-farted per eligible recipient while prices ave the nunber of

ehbdes, Tf the eligible population for a program is growing, the pro-
Zhaiit can be seen as becoming more eapensive, or vising in price.

In this resource allocation model, the eapected response to this
Liglicr “price”™ would be a reduction in the quantity of services per
cligible. Thus, in the Medicare example, growth in the number of
cidetly beneficiavies (an increase in the price of the objective of licalth
setvices for the elderly ) might cause a reduction in levels of Medicare
Lenetita available to cach (ﬁigibh- person. This vonld be an absolute
reduction in benefits (for exaple. an inerease in cost sharing by the
paticnt) o1 a reduction in the 1ate of growth of benefits from what
otherwise would have been the case.

Even with an absolute reduction in benefits, outlays on the program
could well incvease. This has been the outcome in thie energy example
of personal consumption. While the quantity of energy used has de-
ined, spending on energy has nesertheless mereased. So if Medicare
Lenefits were cut. Medicare spending might still increase,

What does the 1esouree alloeation model prediet for human re-
soutces programs? In general, benefits per eligible recipient should
Jdechine in programs whose eligible population is growing, and inerease
in programs whose cligible population is declining. \lso, the larger
the program (in terms of public expenditare), the more pronounced
these effects should be. (Consraners have made mueh lavger adjust-
nients to energy price increases than to sugar price increases, as the
former plays a mueh larger role in most consumers’ budgets.) Thus,
the resouvee allocation model would predict ents in bencfit levels of
those programs senving the elderly, and increasing benefit levels for
thuse prograns senving youths, Social security pensions might be cut
Lack, suel as through raising the retirement age. \ssistance levels to
college students or thetr families could be increased under this model.

The resource allocation muodel i just one way of looking at policy
responses to demogiaplic tremds. Considerations other than changes
in relative “prices™ of differcnt programs are also likely to be relevant.
to the policy 1esponses. Some of these other considerations ave ineluded

in a ~ccond model, one of constituent pressures.

|
b Constitue wt Prossure Model,—One consideration in allocating re- |
SoulCes nong progiatus is that programs benefiting large numbers of |
voters by substantial degrees should attract substantial political sup- |
port.
In the constituent pressure model, demographic trends affect the
nubel of constituents benefiting, from particular programs. When
the number of persons benefiting figm a program inereases. support
for the program inereases. s a result, benefits per eligible person are
increased,
This model yields predictions that are rouglly opposite to those of
the resoatee allocation model, Programs serving the elderly should
increnso benefit levels as the proportion of the population that is
elderly increases. according to this model.
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Tho fact that these two inodels give opposite predictions makes fore-
casting of the human resources budget difficult. Demographic trends
are likely to set off forces that work in opposite directions.

Two considerations cmerge as determinants of the relative impor*
tance of resonrce allocation forees. First, the more severe the con-
straints on total Ifederal outlays, or on linman resources outlays in
particular, the more predictive power the resonrce allocation model
nas. When resources are constrained, tradeoffs are more likely to be
«carefully considered. Second, the larger the outlays for a progran, the
more immportant resources allocation considerations will be. Relative
price changes tend to have greater cffects on the budget when large
items are affected and result in greater adjustments (recall the energy
prices versus sugar prices example). i

The implication of these considerations is that demographic trends .
might canse benefit levels in the large programs benefiting the elderly—
Social Security pensions and Medieare—to be cut back or have their
growth slowed. Programs which serve youths, which have a much
smaller share of the budget, may not find their bendfit levels per eli-
aible expanded. In fact, benefit levels could even decline in these
programs,




C. REGIONAL MIGRATION—TRENDS AND ISSUES
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REGIONAL ASPECTS OF MIGRATION
By Peter A. Morrison #

1. INTRODUCTION

In this paper, I will outline the principal regional shifts in popula-
tion, the new locational choices of migrating Americans, and tgg wave
of growth now descending on the nonmetropolitan areas. These demo-
graphic changes have given rise to larger political concerns—
ty prcally, to issues connected with growth or with its disappearance,
for population movement is the major determinant of local growth
or declines

Citizens have the right to move anywheroe they choose, of course—
but communities are not obliged to welcome unbridled growth.
Whether growth is welcomed o1 opposed often depends on what the
newcomers are like, as is illustrated by the followmg anecedote. It is
about a place called Pacific Springs, in what is now Southeastern
Idaho. It was there that the Great Overlund Trail leading west split
into two forks. There, the mizrant had to choose: whether to go to
Oregon or to California. As the westward rush grew, the people al-
rcaut\ settled in Oregon started thinking about how they might influ-
ence that choice and weed out the undesirabies. So along the first few
miles of trail 4o Californin they scattered handfuls of gold nuggets,
while at the start of the other trail they put np a sign that just said
“Oregon.” Very few people chose Oregon—just the ones who could
read.

2, Ponrmican Asrrers or SLowkk PorurarioN Growri
k]

Our nation hus moyved into an et of slower popuiation growth. One
inevitable consequence of this slowdown is that geographic redis-
tribution—specifically, people's locational choices—has taken on
greater political weight than before. Thero.are several reasons why.

First, when fertility rates are low, migrants’ choices of where to
move have a greater influence on local growth or decline than the
numbers of new babies. Morcover, migrating adults are more influen-
tial than babies, whether they migrate or not. Babies don't hold jobs
or buy houses, nor will they enter & voting booth until they ave 18.
But people over 18 who arrive at or leave a place represent a trans-
fer of immediate buying and voting power. This creates a so-called
zoro-sum framework, in which population growth in onc region or

*The RAND Corporatlon.

(23)

o




BEST (7Y 1 AREE
' 24

Q

place occurs largely at the expense of other places, Federal aid often
1s keyed partly to the size of the population that an area can call its
own.

A second political aspect of these shifts is that the slowdown and
disappearance of growth is not occurring uniformly or simultancously
in all parts of the nation. In New York and Rhode Island, for ex-
ample, out-inigration has completely halted population growth. Ohio
and Pennsylvania are close behind. Many metropolitan areas—inostly
the very large ones—have stopped growing. Zero population growth,
then, is not a condition that appears everywhere at once, but rather
one that is emerging earlier in some regions than in others. That fact
has profound implications.

Finally, contemporary migration trends themselves have changed.
During the 1070s, the movement South and West intensified, with
migrants favoring smaller communities instead of large cities. This
emerging preference for “small” extends all the way down to tiny
rural cominunities, even those distant from large urban centers. These
nlqw migration trends have reshufiled the locations of growth and de-
cline.

3. Reciovar Surrrs 1 PoPULATION (THE SUNBELT AND
Svowskrr Issuk)

Figure 1, which provides an overview of regional population shifts
_ dariug the 1970s, illustrates how people’s changing locational choices
Lave slowed growth or nccelerated it in different parts of the coun-
try. The industrialized Middle Atlantic states recorded a slight abso-
lute decline during the decade.

¢ Fiouxs 1

Percont Change in Population by State: 1870 t0 1978

Percont Change™
{3} e 10T
opoto 38
3710 72
7310 144

Mgt 219 Source Tabie 1
2201t 380
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New York’s population dropped + percent, and Rhode Island's
almost 1 percent. What stunted growth in much of the Northeast
and Midwest was the exodus of migrants headed for the South At-
launtic, South Central, and Mountain states. Their movement resulted
in heavy growth for several states. Xrizona and Nevada grew by
over 10 pereent, Idalio and Coloradv gained about 30 percent, and
T'exas added about 20 percent.

As migration has rearvanged the population, it has also vestrue-
tured regional political intei ts and elé¢ctoral strength. All in all,
17 congressional seats are expected to switch after the 1980 census.
As Figure 2 shows, the states expected to gan include Florida, which
adds 15 Teaas adding 3 and California 2; and the others ench adding 1
seat. The States expected to lose seats include New York, wlhich loses
51 lineis. Ohio, and Pennsylvauia, each losing 2: and six others,
each losing 1.

~

FIGURE 2.—17 CONGRESSIONAL SEATS LIKELY TO SHIFT AFTER 1980

State . Gan o1 loss New lotal
Flonda .. . .... . . ... 44 19
Texas . ... cen - +3 27
California, . .. +2 45

- Anona. . B +1 5
Colorado, ... . e tiave-tinmssmedseummescssmmecmvesmevess L +L 6
Nevads,, ....... ... S +1 2
New Mexico _ ... . : - +1 3
Oregon.. ... .. +1 5
Tennessee. R +1 9
vuh ., .. +1 3
Washinglof..oveoeen - - +1 s
New Yok . coovwauans —caain -5 ki)
1 1110 O, -2 22

L -2 21
Pennsyivana... . ..... -2 23 .
Induna . ...... -1 19
Massichusetts . -1 11
Michigan, .. .. -1 18
Missoun. . -1 9
New Jersey. . . e - -1 1
South Dakota... ... ... -1 \

What about the future? You can take your pick of various fore-
casts—none las a very veliable track record. The Censns Burean's most
1eeent projections for the period 1980 2000, shown in figure 3, furnish
olle l;lnusi{»lv scenatio. However, they must e used with cantion, for
the prujections ate based on assuptions about migration and fertility
that may not prove correct. (These assumptions do embody present
“hest @ieases™ about fortheonong trends.) Even so, the range shown in
e 3 gencrally indicates meager growth in the Middle Atlantic and
Nottli Central States and far more rapid growth in neh of the Sonth
atd West, Once again, we see the uneveness with which slowing popu
lation growth will make its debut in different parts of the country.

Whao accounts fou the 1egional migration shifts that anderlic these
trends? I wont recite the familiar list of economic and job-related
factors, Suflive it to =ay that interregional wigration reflects poople
sething oppottuniticsy and the basic explimation is the people are mos

2 v Do regions wliere jolis are dwindling to areas where workers are
needed. Economiv oppottunity is not the entirve story, ioweser, for ovi-
dence is wmoanting that migrants also are responding to other “guality
of life”™ factors. For sowe, it's a milder climate; for others, access to
recreation and the ontdoors, Many people are moving to areas where

Q oo .
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living costs are lower. Although economic opportunity ‘rem_ain.s cen-
tral, other forces that attract people to an area are now beginning to
compete with it.

Fieure 3.~—Projected population growth: 1980-2000'
Growth

Region/State (percent)
QLaclfic ... - e 22-25
Washington
galltomla
regon
Monmni%a mametemccaccamcccmamear—aa - 28-317
Montana
Idahg
Wyoming
Nevada
Colorado
Arizona
New Mexico
Utah .
West South Centrala v oo e ecccee e mmm—mma———aa 22225
Texas
Oklighoma
Arkansas
- Loulsiana
West North Central -
North Dakota
South Dakota
Nebraska
Kangas ¢
Minnesota
lowa
Mizsouri
Kast Northr Central_.__.._ e ce—mmcemccemccemmceceeammecceemerm—aea—- 7-12
Wisconsin : -
Iiiinols
Indlana
Ohlo
Michigan ’
East South Centralo . e e e rccnce e —————— 14-18
Mlsslissippi
Alabama
Tennegsee
Kentucky
South Atlantle. e ccmccmmmm e cmeccmememe——— 26-31
Maryland
Delaware !
District of Columbia
West Virginia
Virginia
North Carolina ‘ . R
South Carolina /
Georgla
Florida .
Middle Atlantie e o e e e ccmc—eece—maea 4=7
’enngylvania
New Jersey
New York
New Englande oo e e ——————— e e 15-16
Maine :
Vermont
New Hampshire )
Masgsachusetts .
- (‘onnecticut
Rhode Island

! Includes only continental Unjted States.

Source: Calculated from U.S. Bureau of the Census. Current Io umtl‘on Reports.
Serfes I'-2G, No. 796, Range shown s for assmmptions 11-A x;md 11-B. P
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4. Suirrs To SMALLER AREAS

The changing calculus of location is apparent in the kinds of set-
tings -especially the newly attractive nonmetropolitan areas—that
people now favor as places to live. During the 1950s, the major migra-
tion began in the central cities and ended in the suburbs. But the cen-
tial cities simultaneously were being replenished by an influx of young
people from rural areas seeking better jobs.

By the end of the 1960s, population losses in large ceatral cities
mounted and by the early 1970s, it was apparent that migrants no
longer were lenving from just the central cities. Population decline
was becoming a phenomenon of entire metropolitan areas, including
some of the suburbs ringing the central cities. '

Migrants today ave opting increasingly for smaller community set-
tings. This drift of people away from large communities— deconcen-
tration, as I'll call it—has taken several forms, as shown in figure 4.
The first I've labeled “size deconcentration™, denoting the increasing
tendency of migrants to shun the very large metropolitan centers in
farvor of smaller ones, places stich as Austin, Texas; Boise City, Idaho;
and Wilmington, North Carolina.

Second, the traditional pattern of suburban growth has pencirated
farther out into teiritury beyond the.existing metropolitan boundaries.
Labeled “Metropolitan Sprawl™ in figure 4, these are the widening
zones of growth within 3¢ or 100,miles of 2 major metropolitan center.

. POPULATION DECONCENTRATION:
THE SHIFT TOWARD SMALLER COMMUNITIES

METROPOLITAN
# @ Size deconcentration: rising
popularity of smaller metro areas
® Metro sprawl: Wide}\ing jgrowth
zones along fringe

(a N N

New urbanization:

emergence of free-

standing ‘’miniature
~ S Iz}

® Non-sprawi{ cities

*’Rural renaissance’’;
growth resurgence

\ 4 ' \in totally rural areas
NONMETROPOLITAN ¢

Under the *Non-sprawl” heading are two other types of deconcen-
tration under way in the more remwote areas of nonmetropolitan Ameor-
ica. First, small urban centers with 10 or 20 thousand inhabitants are
emerging as free-standing “miniature cities"—an example is Salis-
bwry, Mavyland. Second, tiny conmunities are springing up in north-

@ New Hamsphire, upper Michigan, the Ozarks, the Sierra Nevada

35
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foothills, and other totally rural arcas—a kind of “rural renaissance.”
Some of toduy’s migrants are quite literally looking for greener
pustures, .

The absolute numbers of newly arriving migrants in these places
isn't large. bt since the places themselves are small, the arrival of
a few people can have a substantial impact. In Stanley, Idaho, fifty
neweomers wonld double the population.

The factors inducing this new wave of population growth in non-
metropolitan areas are diverse. Metropolitan sprawl—an extension of
what we loosely regard as suburbanization—accounts for about half
the overall incnﬁgg in nonmetropolitan growth. It is the other half
that reflects the distinctly new and different forces at work.

The acceleration of growth in rural areas derives from a variety
of specinlized gctivities suggested in Figure & Rural growth com-
mumnities come in & variety of types. Some are based on tourism and
recreation--Ocean City and other beach communities on the Maryland
shore are local illustrations, Others are based on retirement. Indeed,
retiremment communities ars springing up all over the country. Cape
May County in New Jersey and North Carolina’s Onter Banks and
(ape Hatteras are local illustrations. Retirees favor smaller towns
where they can combine low living costs with an escape from big-city
woes, )

FIGURE 5

SPECIALIZED TYPES OF RURAL
'GROWTH COMMUNITIES

® Tourism and recreation communities

® Retirement communities
® Professional service communities
[N

® Energy boom towns -

® Counterculture communities .
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Professional service communities tend to conlesce around institutions
of higher education, to which other knowledge-intensive industries are
then attracted. .\ good local illustration is Charlottesville, Virginia,
where we see the University of Virginia, the Federal Executive In-
stitnte. and an assortment of small colleges all located in one area:

Energy boomtowns are another specialized creation of the present
day. They include places like Gillétte, Wyormning, and Colstrip, Mon-
tana. as well as the newly revived coal mining areas in Appalachia,

Counterenlture communitics develop around common ideological
themes. like abandoning city life to weave rugs and grow organic
food. Such communities tend to be highly lecalized and are not so
num:erous as commonly thonght. And, contrary to popular belief, they
clo exist outside.the boundaries of California. .

What types of people are moving to rommetropolitan areas? In
most respects, they are unremarkable and resemnble a cross-section of
Americans on the wove. Blacks arg the only noticeably absent seg-
ment. Compared with nonmetropolitan residents they join, however,
the neweomers are distinctive. .\ larger proportion of the latter are
in their 20s and 30s, which menns they often bring school-age chil-
dren with. them. They also tend to be coliege-educated and working
in white-collar occupations. Perhaps most important, thongh. the new-
comers bring with them nrban standards of service and care. It's not
just thoe presence of sehool-age children, it's their parents’ expectation
that the schools should provide a curriculum as full as was provided
whero they nsed to live. And while they may cherish Norman Rock-
well's paintings of the old-fashioned horse-and-bnggy doctor, when ;
thess newcomety to nonmetropolitan areas get in trouble, they want
an emergency roomn close by and a cardiovascular sRociulist right
gway. More generally. the newcomers are likely to make heavier nse
of certain types of assistance, sueh as AFDC and food stamps. that
traditionally have beeit underutilized in mral areas. .

5. Broapkr Poramicar, CoNcerNs

Figure 6 notes distinet ways in which population shifts act as .
catalysts for broader political concerns, First is the matter of how
many people an area can claim 45 its own inhabitants. This “head
comt™ is rapidly becoming a quantity to be negotiated rathey than a
fact to ba established. Federal aid formulas translate this “head connt™
into dellars, whieh tend to disappear if an area loses population.

Second, the migration of dependent populations can scarcely be a
natter of local inchfference because of the real—or perceived—costs
they impose. For example, rural areas may attract elderly persons
whoso health needs will have to be met in those areas. Moreover (and
in spite of evidence to the contrary) . popular heliefs about migrants
persist, such as the notion that low-income migrants move to large
cities like New York to gain access to generous welfare allowances.

Population shifts also affect the quality of the labor force in a re-
aion. The Middle Atlantic States, for example. are losing skilled worlk-
o to the South and West, Often. voung adults educated at one re-
gion’s exprnsg move themselves and that investment—to another
region

Q
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. TFICURE 6 :

POPULATION SHIFTS: -:CATALYSTS FOR
BROADER POLITICAL CONCERNS

® The ‘head count’”: angressionélreapportio_nment,
federal aid formulas T .

* ® Dependency: Spatjél redistribution of elderly, poor,
. welfare recipients - )

® Labor force quality: Affected by s'elec,tive influx/
outflow

;@ illegal aliens: Competition for jobs, use of local
¢ services ; )

® ’‘Shrinking pains’’ as growth disappears

® Newly experienced growth: ‘‘urban’’ standards of
newcomers to rural areas

My discussion would be incomplete without some mention of illegal
aliens, substantial nunbers of whom ave now scattered throughout the
nation. How their presence affects the econom; is anybody’s gness.
According to some, alien workers take jobs thr. unemployed Ameri-
cans or legal migrants could fill. Another widespread belief is that
nndocumented ahens overburden social services, taking more in the
form of service than they contribute in taxes. These alﬁfgntions have
gained wide currency; the evidence, however, is mixed, and whatever
the iinpact of illegal aliens may be, it probably varies from place to
place. Tlre presence of undocumented persons has become especially
groblemntic for central cities in their efforts to provide health care.

‘he invisibility of illegal aliens means financial disruption for the
health-care delivery system. \

Over thie next decade, demographic change will give greater prowi-
nence to “shrinking pains"—the need to adapt to un absence of
growth. Decline is not a graceful process, and the transitions it im-
poseg ara ospecially dificult. The forerunners of these problems are al-
ready visible in places like Philadelphia, Cleveland, and St. Louis,
where growth has disappeared.

Finally, there are the problems of newly experienced growth in
rural arcas, where the newcomers often impose urban standards on
areas that are ill-equipped to cope with growth. ’




THE IMPACT OF DEMOGRAPHIC CHANGE ON HOUSING
AND COMMUNITY DEVELOPMENT

By Morton J. Schussheim *

Y

1. INTRODUCTION )

Some years ago a distinguished city planner named Charles Abrams
wrote & book that he called “The Future of Housing:”* Not sur-
prisingly, he begins with a discussion of the earliest settlements in
America and the later migrations from overseas, the movements from
East to West, and the concentration of people in dense cities. But pop-
ulation change was not the sole factor in determining the pattern of
community development, as Abrams notes. Each generation inherits
much of its housing and public investments trom earlier ones. These
. structures and the property rights vested in them shape and limit the

thoices of succeeding generations. And Abltams on to show how
prevailing attitudes such as those about individualism, the right to use
and misuse land and other resources, and the role of government all
influenced public policy and investment decisions in housing and com-
munity development. N _

1'make these points at the outset bécause, in focusing on demo-
graphic clmnges as they affect human habitations and welfare, there
may be p tendency to.overlook other factors. Today, market analysts

and_community planners frequently stait with population trends in '
projecting housing requirements for a community. But they also take
into accou~it such factors as houschold income, consumer preferences

and life styles, the quantity and quality of the standing stock of hous-

ing, and the costs of producing and operating new housing.

9, Soxt Kry Dexocraruic TRENDs axD IdMrLICATIONS

With these caveats, let us look at some of the main population trends
that will influence the need for heusing and community facilities.

«. Houscholds growing fastyt than population.—While the rate of
growth of population is slowifig down relative to the rates of the 1950s
and 1960s, the rate of houschold’ growth is relatively high. Why is this?
Furst, there is the bumper crop of persons reaching adulthood ; second,
while many are deferring marriage, more and more individuals seek
to waintain independent living arrangements. In carlier decades, the
1920 and 1930s, moral attitudes and economics kept many young
single wogien and men in the parental home. ‘Coday, the constraints
e leas sl 1H1ZeN Hcunnes arve relatively higher, and millions of young
single adults have their own living quarters. The elderly, too, are in-
croasing relative to the generyl poFu‘latxon. Since more and more of
our older people are mantaining their own places rather than living

sSenlor Speclallst in Housing, Congresslonal Research Service.
1 Harper and Brothera, New York, 1946
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with relatives, this group is another source of the rise of houscholds
relative to population. In the 1970s, more than two-fifths of the in-
crease in liouseholds were one-person households. i
Tmplication: This spreading out of people means that more housing
units will be required to accommodate a given incredse in the popula-
tion. The units will not have to be as large as for families with chil-
dren, but they will be relatively costly per person since each houschold
needs its own bathroomn and kitchen, two of the costliest epmponents
ina dwelling unit. . . )
=% Public officials in many arens may want to reexamnine their zoning
“laws and building requirements to see if they are appropriate to the
shifts in types of households and life styles. Some communities are
already searching for ways of reducing land and building require-
ments so as to permit faster and less costly housing constrnction
methods, higher density developments, and smaHer honsing units. *

b. T'he age distribution and housing demand.—Despite changing
life styles, people are still getting married and having children.
"Typieally, they then try to buy a house, with osyvithout a white picket
. fence. During the 1980s the number of* persons between 25 and 34
will increase by about five million. The normal desire of such people
to buy, 2 home may be reinforeed by inflation expectations with re-
gard to housing aud the tax advantage of owning rather than renting,
although these factors are likely to be less pronounced than in the
late 1970s. )

Imiplication: Of the new units added to the supply, three-fourths
. ovmore are expected to be houses or condominiums that ave purchased

s rather thin rental units. Overall, the demand for housing in the 1980s

associated with the uet increase in household formations will likely bo
in the range of 1.5 to 1.7 million a year, Replacement of losses might
vequire another 400,000 to 860,000 units a year. Altogether, we shall
need two million or more new units a year. But in the early 1980s, we
wero only producing 1.3 million to 1.5 million units each year, includ-
ing mobile homes. A squeeze on housing is in prospect.

f new housing production is not suflicient to meet these requiye-
ments, there will be inereased pressure on the existing housing in-
ventory in many communities. ‘This could take the form of conver-
sions of single-family houses into multifamily structures,$haring of
hanses, and group living arrangenients. Local jurisdictions will have
to decide whether to legalize such changes, look the other way, or

supportsuch changes through grants, loans or other types of assistance.

e. Regional shifts—Tt is no surptisCto the vesidents of Pittsburgh,
Cleveland, or St. Louis to be told that population growtlh is slowing
in the Novtheast and Novth Central regions and going strong in the
South. Southwest and Western parts of the conntry. Almost everyone
has a relative or friend who has moved or talked abont moying to the
Sun Belt. Today about half of the nation’s housing is loeated in the
older and_colder parts of the country. But during the next 10 years
these seetions are expected to get no move than a third of the new

s

Sonth (10 percent) and the West (25 percent), from West Paln
Beach-Boea Raton to Houston and from Phoeniyx to Riverside-San
Bernardinoe.

(1 U . 3 *

block them. The Federal Government may be faced with requests to'

housing constrnction. The lian's share will go to communitios in the . *
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. Implication: Some communities in the South and West will have tor

expect continued heavy in-migration ahd to prepare for this growth.
They would be well-advised to strengthen their planning activities and
to reexamine their zoning: laws, subdivision requirements and build-
ing costs. Constructing community facilities with a reasonzble amount
of excess capacity and guiding development to parts of the commun-
ity already serviced.with basic facilities will save a lot of money. A
fresh look at local taxes and user charges to pay for the additional
services may alsp be in order. For communities faced with population
losses there is the unhappy task of preparing for decline. Service cut-
backs are always unpleasant but they may be necessary. Residents of
declining neighborhoods may have to be mobilized to maintain their
properties and streets before decay becomes irreversible. And there
is even the possibility of closing off some sections of the city that have
lost many residents and shops and are deemed beyond redemption.

) For Federal agencies involved in housing “nance or small business
loans, there is the possibility of increased losses and perhaps demands
for bailouts of private lenders and property oWners. Support may
ﬂg\\j for rgh italization efforts, such as proposals for so-called enter-
PXisé Zones.

d. The surprising upturn of some non-metropolitan areas—As re- !
cently a5 1970 miost. demographers were-projecting the uninterrupted
shift of people to metropolitan areas and the continued demise of the
sinaller, non-metropolitan communities. But something funny hap- .
pened on the way to the eighties: non-metropolitan places began to
rrow at 2 faster rate than metropolitan sreas. ‘I'his hias been a reversal
of a half-century-long trend, and it is by no means certain to continue.

To some extent. it may be a definitional phenomenon : growth in the
counties adjacent to but net yet officially incleded n metropolitan
areas. But that does not explain all of the growth.

"The non-metropolitan growth is not-attributable to any one cause. ‘
In some places this growth is Gue to recreational activities, as in the z
Roeky Mountains, the Upper Great Lakes and northern New England. )
Elsew here it is associated with energy production or changes in energy
supplies: the south Appalachian coal fields, the northern Great Plains,
and the Mountain States, among other places. Retirces have been at-

o tructed to some small communities in Florida, Avizona,, the .Qzarks
and similar areas. And towns throughout the South have been sought
out. by small manufacturing companies.

Implication: The obvions thing to say is that non-inetropolitan <
communities must be prepared for growth, .\ more specific suggestion
is to be careful about installing and prowiding public services at the
Ingh standards some of the newcomers from urban areas may call for.
Soma services can appropriately be provided at lower levels in reflec-
tion of lower population densities and smaller concentrations. But this
is not an easy matter to decide. whether viewed from an engineering,
public administration or political standpoint.® !

‘ R
. Movements within metropolitan areas—Within metropolitan
areas, the subucbs continue to grow faster than their central cities{In-

deed, many dentral eities are still losing population. In some citigs, es-
pecially in the Northeast and North Central regions, people who can
———— <

2 See CRS report, “Rural [‘velopmcnt An Overview " Seonte Committee on Agriculture
(1978) . also Urban Land lostitute “Growth and Change 1o Rural America™ {1079).
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move seeiir to be opting out ™ choosing suburban residence if at all with-
in their means. Left behind are the least mobile—the most disadvan-
taged and helpless members of society. What about “gentrification?™
Aro not the afiluent suburbanites moving into the cities in droves and
reclaiming the okl neighborhoods? The answer is no. Gentrification—
the renovation of older houses and neighborhoods in cities by well-
heeled gentry types is occurring in some cities and in some neighbor-
hoods, but-it is a very selective and limited process. It is taking place in
cities like Washington, ID.C. and San Francisco where there is a sub-
stantial job and culturyl base in the center city, but even in these cities
it is only certain neighborhoods in which renovation is concentrated;
many sections of older cities remain untouched by and unattractive to
upa)er income homeseekers.

The suburbs remaim the prime residential choice of middle and upper
income families with children. Anthosly Downs of the Brookings
Institution argues plausibly that the midtﬁ(:—bahd suburbs are the moest
attractive for such people. especially in light of rising energy and
transportation costs. The relatively higher rises in home and land
prices in such suburbs appear to lend eredence to this view. So subur-
ban growth will continue, but perhaps at a slower rate. .And some
older suburbs are taking on problems of the centryal ¢ity : rising mu-
nic'i[lml serviee costs, fiseal strains, and concentrations of minority
residents,

Considerable development is also occurring in the far sabwrbs of
large metropolitan areas. Fringe communities, in some cases just ont-
side the official metropolitan boundaries, are attracting people who
want single family homes but cannot afford the more expensive
suburbs. Typically, they are in oceupations that do not require daily
trips to the very center of the metropolis, although many people work
in the metropolitan aiea. Somne, for example, are in the building or
service trades; they drive to job sites that are shifting and accessible
Dy outer belts that now ring the metropolitan areas.

Implication: Central cities with large concentrations of disadvan-
taged residents and croding tax bases will continue to look to the Fed-
eral Goverinent for financial and economic aid. Some older suburbs
aro joining the clamor for help. But with rising costs of municipal
services everywhere and public sentiment to hold down taxes and
spending, the cities are faced with a period of bodt tightening amd fur-
ther cuthacks in services.

l>$
3. Porvrarion Siners axp Froerat, Poniey

The United States does not hiave a consistent set. of policies with
tegard to the distribution of popualation. Historically, there las heen a
Ligh prauium in this country on freedond for the individual to choose
Lis or her residential location. Americans ave probably the most mobile
of all people in terms of housing: on average, we move two to three
times as frequently as Western Furopeans. A Federal sup}r_m.'t.s' for
Lousing and transportation genevally facilitate this igh mobility. In
the 19th century it was lavish land grants to railroad bailders to open
up the west, and free or inexpensive land to individuals willing to
worve into the hinterland and take up a homestead. T the 20th century
wo have invested billions of Federal tax doHars in an interstate high-
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way system and instituted varioustypes of guarantees and tax bene-
{fts to encourage mortgage lending and borrowing for the purchase of
10mes. /

Tn the last several decades the Federal Government has attempted to
encourage planning for community development and public invest-
ment on a metropolitan or areawide basis, with some limited success. )
Federal policies were also adopted to renew or rehabilitate worfiout
sections of cities and towns. ‘To some extent this involved displacement
of lower income residents by higher income newcomers, arousing re-
sentment and resistance. Subsequently, urban renewal policies were
modified to encourage rehabilitation for the same income groups resid-
ing in older neighborhoods and to provide more housing assistance
for people with incomes below the community median,

Some argued, however, against this type of Federal aid as actuslly
perpetuating economic and racial’ ghettos and instead urged dispersal
of the urban poor among the larger population. This controversy is
by no eans settled. Moreover, there is a broader question of priorities
for Federal financial support. At présent, the Federal Government,
through tax preferences for homeowners, helps far more middle and
ugper income families select their preferred homes and neighborhoods
than the number of poor families directly assisted by Federal hous-
ing subsidies.

‘ederal policymakers have not directly addressed the issue of
regional shifts in population and industry—the Snow Belt versus the
Sun Belt. Some formulas for, Federal fund distributions favor the
older cities, many of which are in the Northeast and Midwest. But
Federal defense spending on installations and procurement probably
goes more into the South and West than the colder regions. On the
whole, present Federal policies and actions on regional population
movements tend to permit market forces and individual preferences
to work their way, and thesc are encouraging people and industry to
ghift to the Sun Belt communitics.

4. Popuration Poricies oF Locar GOVERNMENTS

A declaration of urban policy by the Federal Governiment is one
thing; its implementation by local governments is another. Federal
policies in the late 1970s sought to induce dispersal of the poor and
minority families throughout metropolitan communities. But many—
perhaps most—suburban communities do not really want poor people
as residents. So they erect restrictions that cffectively frustrate Fed-
eral objectives. Fiscal zoning is & traditional device of some local gov-
ernments: standards for residential development are set so high and
costly as to effectively screen out faiilies of moderate or low income,
The restrictions can take many forms: two-acre minimwn lot-sizés,
minimum floor area per living unit, prohibitively expensive street and
utility requirements or dedicutions of land to the community required
of the builder. Some local gevernments adopt slow growth or no
arowth policies assertedly to protect a fragile natiral environment.

sometimes, however, restrictions on construction in the name of envi-
ronmental protection may simply mask a desire to preserve the status
quo fof the present class of residents.

[7aN
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Similarly, many localities prefer to go it alone or even do without
when it comes to sewer facilities, air pollution control, waste removal
or other public services. Some of these services are characterized by
cconomies of scale either in the physical investments or the technieal
know-how to develop and operate them. Federal agencies have tried
to induce localities to enter into joint or tooperative arrangements,
and have made some Federal loan and grant programs contingent upon
such collaborative efforts. But the implementation of snch Federal ve-
quirements is not automatic. There is a continuous tug-of-war between
national objectives of efficiency, equity and equal opportunity as per-
ceived by Federal legislators and administrators and the desire for
local control and flexibility on the part of local officials. Under the
Reagan \dministration, however, Federal involvement in such mat-
ters 15 being enrtailed, and more discretion is being left to State and
local officials.
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CENTRAL CITY ISSUES
By Robert Reischauer* **
1. INTRODUCTION

The past 25 years haven’t been particularly good ones for central-
city finances. 1 was asked to speculate about what the next decade
might hold in store—more of the same, a period of rejuvenation, or
what? In particular, I was asked to discuss whether or not the demo-
graphic factors that others have reviewed for you in this volume will
significantly affect the future -f central-city finances.

Anyone who speaks about entral cities always begins with a caveat,
and I will maintain that v.adition. The caveat is that central cities
are extremely varied and defy generalization® Some are quite small,
almost bucolic in nature. Places like Asbury, New Jersey, and Deni-
son, Texas, are classified as central cities although they had fewer
than 25,000 inhabitants in 1975, But even the big central cities vary

reatly, making genernlizntioqs difficult. Houston and Detroit each
1ad about 1.3 million inhabitants in 1975; yet their circumstances
. and problems are quite dissimilar.

2. PoruraTioN Tosses in Many Centran CiTizs

Now that I have covered myself with the obligatory caveat, I will
make some generalizations, First, I will say a few words about past
demographic trends in central cities because I think future trends will
be quite similar. The most significant demographic change of the past
three decades, of course, has been the tremendous population loss that
has occurred in many central cities. The populations of many large
cities peaked around the beginning of the 1950s and have been declin-
ing ever since. Some cities have lost significant numbers of people. St.
Louis has lost over 45 [igrcent of its 1950 populations, while Buffalo,
Cleveland, Detroit and Pittsburgh have lost 35 to 40 percent of theirs,

These y])opulation losses wouldn’t have been so painful if they had -
n

been evenly distributed, but the losses were concentrated largely among
white, middle-income and middle-age groups. This uneven distribution
of losses has resulted in city poplﬁntnons that are poorer, r..ore non-
white, more aged, and have greater numbers of single-parent families.
A digression is in order at this point. Often when people think about
Bopult\tion losses they picture more and_more people packing their
ags, selling their homes, and moving out. In fact, the rate of departure
may stay relatively constant. What usually happens is that people
don’t move in at the same rate, or babies aren’t born as often. .\ second
point is that the demographic trend need not be what the mathemati-
cians refer to as a monotonic function. Overall, middle-income and
*Senfor Viee President, The Urban Inktitute.

*¢This pnper was written while the author was Deputy Direetor. the Congresalonal
Budget Oflice.
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Ticher ‘p\aople may be-leaving cities and poorer people staying. Yetthe
_pattern need not be quite the same everywhere. One study of migration
trends in the District of Columbia found that in 1965-75—the last
. period for which we have good income-related migration data—these
generalizations held, but tghat there was at the same time a net in-
migration of the richest income class. This occurred at a time when the
flight of white and middle- and upper-income people was at its peak .
in the District of Columbia. In other words, the factors affecting
middle- and upper-income families weren't doininant among the rich-
est groups.
3. Economic Cuanges AND JoB Losses

" Along with population losses, there have been significant shifts in
the economies of central cities that have consequences for their fiscal
situation. Many of the older cities have experienced significant job
losses. In Newark, Cleveland, St. Louis, and Detroit, an average of
three percent of the jobs have disappeared every year since the early
1970s. These aren't small’losses; the job base is hemorrhaging, It 1s
mainly the manufacturing jobs that are disappearirig as big cities be-
come more and more heavily service-oriented. The nature of the serv-
ices in which they specialize is also changing—shifting toward services
that require highly educated people. The retail sales jobs that formerly
cmployed many low-skilled city workers are moving, along with the
migdle-income people and thewr purchasing power, to the shopping
malls in suburbs and in the non-metropolitan areas.

4. Tur Gap Berweex Fiscan Caracrry axnp Service Neeps

The fiscal consequences of these demographic and economic trends
of the past few decades are fairly obvious, but they are not easily quan-
tified. The fiscal health of cities is best measured by the gap between
what ight be called a city’s fiscal capacity—its ability to raise reve-
nues—and the service needs of its population. These concepts are very
hiard to define, let alone measure. Even if we could define and measure
them well, that would not be the end of our problem; we are not intef-
ested in their absolute levels, but rather the comparative levels and
needs of the surronnding areas with which the city competes as a
place.to live and do business.

"To the extent that we are able to measure.if, the fiscal capacity of
big cities has deteriornted very markedly over the last 30 years, Going
back to 1930, thediscal capacity of many large central cities then ex-
ceeded that of their subwrban surronndings. Today the pattern has
been resersed in the older metropolitan areas. Property taxes still ac-
count for the great bulk—about 43 percent—of locally raised reve-
ntes. s studies have clearly shown, property tax values—the base of
the property tax—vary inversely with population loss. In places where
the loss has been greatest, the property tax base has shown the least
growth,

Sowething else has been ocenrring along with the relative decline
in the property tax base. The ability cities onee had to export their
tax burdens has been eroded. Their ability to export taxes to submban
arcas and to other paits of the country has been diminished by trans-
puttation and conanunication reyobhtions. No longer do citics have a
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captive tax base that they can lay Theavy burdens on without fearing
that the tax base may leave.

5. Wuere Has toe Moxey CoMe Frox:

As their relative fiscal capaeity has fallen, how have cities been able
to pay for the substantial mecrease in services—or at least expendi-
tures— over the last several decades? The first answer is that cities
linve turned to other sources of rey enue such as sales and income taxes,
as well as an assortment of fees and charges, to offset the sluggish
growth in their property tax base. The second answer is that their
tax effort has risen--they are taxing themselves more heavily. The
average deehning city now taxes itself at about twice the rate of its
suburban areas, m terms of an effort measure. The third answer—one
that may be most important from a congressional perspective—is
that there has been a tremendous 1nerease in government aid to these
cities. In dollars, the biggest chunk, of course, has been State money.
In percentage terms, the largesi Jrowth in aid has come fromn the
Feueral Government. Back 1n 1950, only & tiny portion of the budgets
of major cities was drawn from the Federal till. Now about 12 per-
cent vepresents direct Federal intervention of one kind or another.
Some researchers have found that when we include indirect Federal
aid- that is, Federal money that passes through the State govern-
ments—sorme citios like Cleveland have drawn up to 10 percent of their
revenues from the Federal Government in certain years. Revenue
sharing, commuanity development black grants, urban development ac-
tion grants, local public works, countercyclical revenue sharing and
CETA are among the sources of this largesse in the past.

How pervasive the Federal role i can be seen from a Department of
the Interior estimate that one-thivd of the parks aad recreation budget
of the average large city is financed, directly or indireetly, by Fed-
eral momes. One would not think of parks 2ad recreation as an aren
in which the Feds were heavily involved.

6. Tur Decabe AHeap

With this as background, let me talk briefly about the next 10 years,
specifically about the wupact on city finance of demographic shifts.
My hypothesis is that the trends that we've seen in the last 30 years will
be slowed somewhat but will not be reversed. The cities will experience
continued populiition losses, but at a slower rate. One reason for this is
that the folks left in the eities are less mobile. The fraction of the
cential city population that is non-white will eontinue to grow. Non-
whites have higher birth rates than whites so that the regenerative
power of the population will be somewhat larger than was the case in
tho past. The mflux into the city of people between the ages of 20 and 30
will continue ; they have raore of a proclivity, or less of a disinclination
to big city life. .\ this group grows older, however, suburban life will
begin to look more appealing.

Morcover, marhet_forees arc at work to slow the decline of the cities.
As people leave, housing gets relatively eheap—to the point where, at

~some price differential, people are willing to take city life over sub-
" urban hiving, Furthermore, cities with lower populations become less

. o 4-
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congested, and possibly TeSs crime-ridden and polluted; in short, they
may become more desirable places to live,

The compositional trends of the past are also likely to continue, This
means that large cities in 1990 will have populations that, relative to
the population as a whole or the situation today, are older, blacker,
poorer, and more heavily composed of persons needing government
services.

The economie trends of the past are also likely to continue. Cities will
experience a-continued loss of jobs, manufacturing jobs in particular.
‘This trend will be-affected by t,]he regional shifts that are taking place
today. Up until about 1975, many citics were experiencing job and
econormic Josses within their own boundaries, but few of the cities were
in metropolitan areas that were also declining. In other words, many a
sick ¢ity was in an area or a regional éconoiny that wasn't on its death
bed. Now, the declines in jobs and people affect significant numbers of
metropolitan areas as well. This seriously restricts the alternatives
available to the people within the cities and limits the resources upon
which the affected city governments can draw.

The decontrol of domestic oil prices, and rising energy costs in gen-
cral, will affect the economies of cities in the various regions of the
United States in different ways. Hardest hit will be the factories and
economics of the older cities of the Northeast and Midwest. It secms
likely that the recessions we experience in the 1980s will be similar to
thoso of 197375 and 1980, which were more severe than the average
postwar recession; the deep, prolonged recessions of the 1970s took a
serious toll from cities with older industrial bases.

Such cities will be able to draw little solace from Federal tax and
investment policy. The Nation is curmntliy concerned with slow pro-
dyctivity and economic growth, and it is likely that new government
policies to stimulate investment will be adopted. It is hard, if not
unpossible, to design policies that stimulate new investment without
creating inéentives to shut down old factories, those located in the
declining cities. Asa result, absent special efforts at central-city rejuve-
nation, lttle of the new private investment is likely to be located in the
declining cities.

7. Turer Masor Forcks

Now let me raise the question of whether these factors— population
losses, compositional “hanges, and job losses—will be the forces deter-
mining the conrse of central-city finances during the deeade of the
Eighties as theyv did during the Seventies. My answer to this question
is no. Rather, three other forces are going to be more important,

S The Eeonomy—The first of these will be the general cconomic
situation. The deeade will probably be a period of very high inflation
and slow economic growth, That will have a profound impaet on prop-
erty taxes upon which local governments vely. Property taxes are very
hard to adjust to rapid changes in nominuf prices-—prices that have
inflation built in. It is hard to develop the capacity or the will to re-
value the property continmally when the value of the property is
changing rapidly in nominal terms but not asrapidly as it is elsew here,
and when taxpayers® incomes aren’t vising in real terms—that is, after
the inflation is factored ont. Central cities must then impose higher |
effective tax rates; yet many of their residents won’t have the ability to ¢
pay the higher vates,
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High inflation is also going to wreak havoc with the wage deter-
mination process in the public sector, This will hit big cities partien-
larly. because they have highly unionized labor forces. City managers
and” government workers face no market tests for their services. They
will tend to foens on what is a “just™ wage settlement—that 1s, one
that will at least keep pace with inflation. There will always be groups
of workers in the private sector who make out well relative to inflation.
These will be nsed as reference groups to put pressure on city govern-
ments to make wage payments that exceed their capacity. _

Rapid inflation and stagnant real wages are likely to rekindle eftorts
to pass tocat tax and spending limitations, When veal wages aven't
grow g, tax reduetions offer the public one way of getting an ncrease
m dispusable inconte. The Federal tax burden reached its highest level
in lnstory in 1981, While this led to suceessful efforts to ent Federal
taxes, it will also have repercussions at State and local levels, It is
often easier for people to do something abont their State or local taxes
than their Federal taxes. It this hdppens—if progeny of Proposition
13 are born—central cities will feel the impact more than suburban
counties,

b. Federal did.- -The second factor that will significantly influence
the fiseal conditions of central cities diring the decade of the 1980s will
be a slow growth in Federal aid. Duriag the 1960s and 1970s there was
A tremendous explosion of Federal assistance to local governments,
Now, if you make certain basic assmmptions--that Federal spending
as n pereentage of GNP won't grow over the next decade, that the de-
fense and ene1gy commitinents that our political leaders are making
will be kept, and that there will be no major reductions in cumrrent bene-
fit. levels for entitlement programs, such as social security, wnemploy-
went insurance, and food stamps-—-then the conclusion is inescapable
that the rest of the budget, including most grants-in-aid, will have to
decline in real terms.

The shifts in political power that are taking place and the changed
pereeptions of national priorities mean that this reduction may not be
viewed with mnch alarm by increasing mumbers of Congressmen. With
reapputionmient and increased emphasis on defense, the interest of
the Congress in redistribntive aid policies that help hard-pressed cities
conld be lessened.

c. Pust Sins.—The third factor that will influence fiseal develop-
ments in om large cities during the 1980s will be the sins of our
past. During the last few decades cities have been putting off the day
of reckoning wherever they could. That has to come to an end in at
least two areas. The first of these is pensions, There was a great deal
of growth in big city employment during the Fifties and Sixties. That
work force is going to begin retiring in the 1980s. The pension funds
in many big cities are not fully funded and therefore will not be sble
to withstand this deselopment, Significant amounts of resonrees will
be needed to meet these nnfunded Tiabilities, Taxpayers will find that
a growing fraction of their tax bili each year is devoted to paying for
past. not current, services, The relationship between aurrent taxes and
current services will thus become more remote. As tases rise and serv-
ices decline, inore middle-income persons may flee the cities. '

The second area where we are going to haveto atone for past sins is
that of infrastructure. Maintenance, repaiv, and replacement of the
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capital stock of most old cities liave been negleeted. Cities like Newark
are on a 300- to 500-year cycle of replacing sewers. If Newark’s sewer
system had been built by the Romsns, that might be an appropriate
schedule. But, given current construction standards, the replacemnent
eycle really should be closer to 80 years. The Baltimore road system is
‘now being resurfaced on a 125-year cycle, although the optimal cycle
is thought to be every 10 to 15 years.

The costs of this neglect of the capital stock of our cities will be
substantial in some places. One study concluded that if Cleveland
were to repair its bridges, that is, put them back in working order—
not shine themn, but paint them and do the things that will assure that
they won't collapse—it would cost each of the city's residents $600.
Repairing Cleveland's sewers would cost another $343 per capita.
That’s about a thousand dollars & person just to fix up the sewers and
the bridges. Of counrse, if you ever imposed that sort of a tax burden
on the citizens of Cleveland, many of them would leave.

8. Somk Reasoxs ror Hore

Let mo conclude this somewhat gloomy discussion by saying that
I don’t think we will have a decade of unmitigated fiseal disaster in
the central cities, There are three reasons for being mildly optimistic,
First, we are more aware of the problems now than we were in pre-
vious periods. .\ lot is being done to understand future problems  to
estimate their shape and size and the costs of alternative ways of deal-
ing with them. Second, thero are market forces at work that some
pesshmists tend to ignore. Our economy has self-correcting featuves. .\t
some point, the price of land in the South Bronx fallsso far that people
actually want to build houses or factories thiere again. Labor costs,
housing costs, and consumer prices slowly correet themselves in larga
citivs, making such places incrensingly attractive compared with the
suburbs. Meanwhile, the ills of the cities —congestion, pollution, erime,
decay-—are beginning to oceur in the suburbs,

Finally, the era of exploding local services has eome to an end.
There is a uew realization at the Federal and State levels of the costs
that are imposed on local governments, particularly on big city gov-
erniuents, by certain Federal and State actions. Some sort. of correc-
tive action will probably come about on this front as well.
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D. HUMAN RESOURCES PROGRAMS—TRENDS AND
ISSUES

DEMOGRAPHIC TRENDS AND THE LABOR FORCE

Ly

‘ By Everctt M. Kassalow* ** Y

1. INTRODUCTION

'S

_ While not the only factor, demographic trends have a significant
influence upon labor force developments. Given the theme of this

volume, I shall concentrate on recent demographic trends and how

:;lheydmlly influence labor markets and labor rellt)ltions in the coming
eccades, ' :

The f;reat increase in birth rates beginning in the late 1950s and on
through the 1960s has had a.tremendous impact on the labor force,
and, indeed, will continue to influence it for years ahead. In the 1970s
alone, very largely as_a result of the inflow of young™ people into the
" labor force and the growing labor force participation of women, the
U.S, civilian labor force increased by about 22 million people.

The decline in the birth rate that we are presently experiencing will
have a dramatic effect during the 1980s. Compare({ to the growth ex-
. perienced in the last decade, the worl;.force is projected to increase by

only sbout 18 million in the 1980s, afid over 60 percent of that increase
would occur in the first half of the decade. In other words, there will
be a one-fifth drop in new entrants, This overlooks the possibility of
changing the size and structure of the labor force by deliberately re-
lying. upon higher flows of immigration. This slower growth will
change labor markets. It will change jobs. It will change wage relation-
ships. It could also have favorable offects upon uncmployment rates,
productivity, and any number of other things, And the process is, to
a very large extent, irreversible. Anyone who is going to work in the
1980s in the {nited States has already been born. _

Particularly significant in the coming decade is the projected abso-
lute decline of approximately 1.5 million in the number of young peo-
ple, ages 16-24, in the labor force. One result of the smaller increase in
the labor force in the 1980s may be a lower teenage unemployment
rate. ‘Teenagoe joblessness has been severe for & good part of the 1970s;
even during the so-called boom of 1977-79, unemployment rates among
tesnagers hit 16-18 porcent. However, although fewer teenagers ma
lessen overall teenage nnemployment in the 1980s, minority teens will
Frobably continue to experience unemployment difliculties. Unlike the

sirth rate for the white population, the birth rate among minorities
has continued at a fairly high lovel and the number of minority young

*Profeasor of Economics, University of Wisconsin.

eaThin paper was wrltten while the author was Senior 8peciallat in Labor at the Con
gressional Research Service.
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People pouring into the Iabor force will continue fo grow during the
carly 1980s, and possibly even into the late 1980s. Thus, one can antici-
pate a general employment improvement for young people, but not as
much for minority groups. )

In 1981, the unemployment rate for minority youngsters 16 to 19
years of age was typically between 35 and 40 percent, while the com-
parable rate for whites has been less than 20 percent. This suggests
that a number of special manpower efforts may {’)e needed in the 1980s.
These could include remedial manpower Lrograms as well as subsidies
to facilitate job creation in the privatesector. * .

There will also be a strong demand for training and job mobility
assistance programs. If even part of the electronics teclmo{ogical revo-
lution which futurologists promise for the 1980s comes to pass, mil-
lions of workers could be displaced, while additional millions will be
needed to fill the new jobs in electronics and cominunications. The con-
tinued decine and structural transformation of automobile and steel
cmnployment in the 1980s will also strain existing training and mobility
resources.

To address the persistently high unemployment rates for young
people, policies are needed to improvd the transi.ion from school to
work. For a variety of reasons, this process seens to have become much
more difficult in the last decade or two and there is growing interest in
ways of easing it. Curriculum changes in secondary schools that empha-
size opportunities for work experience offer one means of sinoothing the
trangition. .

Such changes would be especially important for teenagers who are
not college bound. These young }l)\eoplo often huve problems with their
first job placement. One drawback of stressing the vocational aspects of
secondary school for such youngsters is that it can intensify class dif-
ferences n the society. However, some reform of secondary education
seetus needed to make classroom experiences more relevant to the job
markets fuced by young people. .

3. Aun-VorLuNTeer Anray

Another aspect of the decline in the numbers of young peoplo is the
impact upon the military manpower pool. The size of this pool is some-
what ambiguous, but the best data we have suggest that there will be
about 25 percent fewer young people aged 17 to 22 as a group available
for military service in the volunteer army by 1991 or 1992 than were
available in 1977 or 1978.! This shrinkage of the available pool carries
the threat that the volunteer army might not work in the future, and
that we might have to resort to the draft or develop other alterna

tives including a better pay system for the existing people in the mili- *

tary, more incentives for recnlistment, some change of the military ve-
tirement system to lessen incentives for early retirement, or o greater
ise of women in the armed services. Inereased induction of women
runs up against traditions and raises sonte military worries of a prac-
tical nature as well as legislative concerns. But there is evidence to
suggest that if the barriers were let down, more women would volun

teer for the armed services.

UThese extimates are hased on Martla Binkla and Shirley J. Uach, *Women and the
Miltary™ (Washlngton, D.C., The Brooklugy Institutlon. 1977, pp. 63-71).
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£, WoMEN 1~ THE LABOR FORCE

One of the most striking demographic developmegts since the Second

World War has been the heavy flow of women into the labor force.”

'This influx on the order of/1.5 percent per year in the female labor
participation rate has been flescribed as a quiet revolution, That num-
ber i» not smallt & 1.5 perceht increase represents a shift in the status of
over a million people. During the entire post-war period, razely, if ever,
were year-to-year changes in the participation rates of males as great
as .5 percent. Thus, the change in the fernale labor force participation
rate i two to three times the change inrate for maies—a truly striking
difference. L

‘The result is that the labor force participationtate for Women rose
from'about 31 ¢r 32 percent at the end of World War-II to 52 per-
ceiit by 1980. Tlow much higher can it go? Préjbétions that the female
participation rate in the labor forco might reach 60 percent by 1990
seern reasonable. It is estimated that twq out of every three new
entrants in the labor force in the 1980’s will be women. The causes of
this are somew hat speculatite, but include social. factors such as the
women's movement and tbe possibility of morend better job oppor-
tunities. Fewer ‘children, child-bearing at a later age, an({ improve-
ments in birth control techniques also contribute to the greater avail-
ability of women for paid employment.

As women's attachment to the labor force becomes more Yornmnent,
jobs with better pay and promotional opportunities will develop for
larger numbers of women. Theé continied growth of the service sector
in the American cconomy, the sector which has always employed more
wumen than men, alsoeans more job opportunities for women. Part-
time work i> also likely to expand further, and this would also en-
hance female labor force participation. Women already hold close to
two-thirds of all part-time non-agricultural jobs. :

While not the only reason, inflation accounts for a signiticant por-
tion of the labor force increases observed for women in the 1970s. The
contributions of these new workers to family income helped to prop
up houschold purchasing power in the face cf double digit inflation
rates. ' .

The ramifications of a steady inflow of women into the la{))or force
are many. It will keep the l)ix't%\ rate low, as wemen in the labor force
are less likely to interrupt their carcers to have ch¥lren and raise a
family. Those who have children and want to enter' or re-enter the
work foree will add to the demand for child care facilities. There will
be continued pressure to improve the treatment of women, whether
in providing more equal benefits under the Social Security system, the
Squal Rights Amendment, or specific aflirmative action programs.

Eo
5. Porvrarion Poricy

The lower birth rate also affects the characteristics of the labor
force. Whether there will be enough’ concern to make the United
States consider adopting a formal population or demographic policy
i» diflicult to know. .\ number of Aropean countries have instituted
measures to encourage family formation, such as children's allow-
ances ad housing subsidies. In the United States, demographic policy
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could encompass a redirection of immigration policy, péssibly by
using immigration to meet labor force needs on a more systematic and
planned. basis. In the absence of better controls on illegal immigra-
tion than we now have, economists have predicted that any .S,
shortage of unskilled manpower in the late 1980s and 1990s is likely
to increase thg illegal flow. Under a revised approach, immigration
policy conld at least partly take account of specific manpower needs
while retaining the traditional emphasis on family unification and
other humane and social objectives.

6. Orber WoRkERS

Turning to older workers, such factors as social security, rivate
pensions, and possible einployment discrimination have cause Inbor
participation rates, especially among males, to move steadily down-
ward. For example, the participation rate of men aged 55 to 64
dropped from 87 percent in 1959 to about 72 percent in 1980. For men
65 and over, 34 percent of them were in the labor force irf 1959 com-
pared with 19 percent in 1980. Should actions be taken to reverse that
trend, as the burden of supporting the aged grows for the test of the
population? In the final analysis, those who work pay {or the sup-
port of those who don’t work. Whether you have taxes for social
security or not, you take resources ont of current production to feed,
clothe, and care for the health and well-being of the non-working
po{mlntion. .

)n the assmmption that the birth rate in the 1980s will resemble the
historically iow rate of the 1970s, after the turn of the century the
ratio of the dependent aged to the population as a whole will grow
substantially. Should we try to encournge the aged to work more as
timo goes on, especially as’their health continnes to improve? The
law extending the age for mandatory retirement to 70 rather than
65 is a step in that direetion. The effects of this change on behavior
aren't eclear, although the decline in the participation rate of the
clderly may almost have halted. There may also {)o interest in rais-
ing, over a period of twenty years or so, the regular logal retirement
ago for social security beneficiaries, from 65 to 68 or 70 yoars.

By far the greatest proportion of retirements in the 1960s and 1970s
was voluntary, Additional tax incentives and some restructuring of
tho burden of fringe benefits—which ave very high on employers who
hive the elderly—could help to expand employment oppertunities and
persuade older workers to stay in the labor force.

Somewhat offsetting any burden of supporting the aged, is the
relativ e decline in the number of dependent children, as a result of
lower birth rates. The net effect of these diverging trends suggests
this burden on those who work is not likely to inerease very sig-
nificantly as a result of demographic factors until the second decade
or »0 of the twenty-firdt century, when the proportion of the retired
aged in the population is expected to rise dramatically.

7. Puiae-Aor Wonkens

In contrast, the sizable middle cohort (covering those nged 25 to 44)
has encouraging economic implications. While the number of new en-
trants goes down, most of the people who remain in the labor foree ave
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moving into the middle, “prime” age cohort. They are considered
“prime’ because they are usnally regarded as experienced workers—
steady. dependable, and at the height of their productivity, They also
experienca less uncmployment than other groups. The age group 25
to -+t constituted abont 45 percent of the labor force in 1979 and should
compitse S0 pereent by 1990, This increase shonld help to xaise produc-
tivity and economic growth and lower unempioyment.

Ilonever, there are some problems. This eohort has usually enjoyed
rapid promotions, with higher wages reflecting accumulated job ex-
perience and aceess to supervisory positions. In the 1980s, however,
it members will be so numerous that competition®for such opportuni-
ties will become intense. As there will be fewer young people to super-
vise. the number of supervisory openings will bo small relative to the
size of the prime age cohort. LThus, there may be a smaller wage ad-
vantago for this group than has historically been the case. The gen-
T erally reduced ojpportunities for advancement may result in greater
dissatisfaction with work, and perhaps higher rates of unionization
anong this group.

?

3. "Hoxaxization” or Work

This leads us to the whole question of work, and how its ineaning
ansl character may change. Reports repeatedly suggest that large num-
bers of workers are dissatisfied with the nature and character of the
work they are doing. From a third to 46 percent steadily report that
they are working beneath their full skiils, that they have very little
responsiblity or control over their work or room for creativity. Some
companies and souie unions are beginning to recognize this problem.
Important experiments are geing on at the General Motors Corpora-
tion and the Forl Motor Company with the United uto Workers.
In the steel mdustry, labor :m(ll management are also taking similar

. steps--n trang to reovganize work to pass greater responsibility
down to work groups on the shop floor. Until now, such eflorts have
largely been fragmented in stiall company experiments, but they could
develop into an important social movement. The redesign of work to
take account of the fact that we liave a better edneated work force,
miost 6f whicl is sotnew hat less fearful of a great depression than has
been the case in the past, and one which is potentially niel more
creatnve, could be one ot the keys to improving produetivity.

However. the “humanization™ of work in the 1980s and 1990s, the
shift of greater scope and 1esponsibility to the worker, and a revamp-
ing of the typical company authority hierarchy will not ocenr auto-
matically . Sucl changes will depend upon new attitudes by both man-
agenent and labor as well as a greater ability to work together on
\\-m‘kl\\lu«-e and larger economic problemns.

Q e
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THE IMPACT OF DEMOGRAPHIC CIIANGES
ON EDUCATIONAL POLICY
By K. Forbis Jordan*
1. INTRODGCTION

In contrast to other social sevvice programs. the governance sys-
tem in the United States has vesnlted in education being a State re-
sponsibility, a local function, and a Federal concern. This steneture

places State govermments between_the Federal government and the

actual delivery of educational programs and services, With few excep-
tions, Federal programs must vely upon State and local governents
for the actual conduet of educational programs and services.

Historieally. two approaches haye been taken to implement Federal
policy in cdueation. The “cavrot™ of categorical aid has been nsed to
eneontage cducational institutions to start speeific activities or pro-
grans, The stick™ of legislatton, regulations, or court decisions has
heen wseed to change the method of operation in educational
institutions.

Basically, Federal funds have been used to supplement State and
fucal cfforts. In contrast to some other program arens, the Fedeval
fiscal effort in education has been relatively minor: Federal funds fov
clementary and secondary education comprise about 8 percent of the
total spending; for higher education abont 13 percent : and for voca-
tional education less than 10 percent. These Federal efforts take dif-
ferent forms. IFunds for vowational and clementary and secondary
education are used to conduet identifiable programs, Iederal funds
for higher education provide grants and loans to students, with lim-
ited funds for vesearch and institutional development.

L
2, DexMoararuic Cuaxees anp Tuem Possisur Iaracrs

A» one contemplates the next two decades and considers the predie-
tions of increasing wnit costs for educational services and the political
implications of the clianging age composition of the popuiation, edu
cation will likely find itself engaged in a serious competition for
funds among yarivus social sevvices. The dvamatic enrollment growth
of the 19505 and 1960s is not predicted for the remainder of the century.
Iu fact, demographic projections show a decline in the age gronps
typically seryed by education programs. However. demographic pro
jections do indicate that elewentary school envollments will Tegin to
tise slightly in the mid-1980%, This is due primavily to an inerease
m the mumber of women in the child-beaving age cohovt  children of
the baby boomy reaching maturity--rather than an increase in the
number of childicn Loin to cach woman, Other demographic trends

*Senlor Speclallst ‘n Educatfon, Congressional Research Service.
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suggest several paradoxes or points of conflict that have potential
inplications for educational poYicy. .

Sirst, the merease in the numnber of single-parent or two-wage-

carner families will contribute to increasing pressures for child care
servises at the preschool level and extended day care supervision for
school-age cinldren. These pressures will come at the sane time that
tax and expenditure limitations will be forcing budgetary cuts in
social servicds and recreational programs. PParents with suuicient in-
come can purchuse services from the private sector, but others will
not have the economic power to make this choice.
_ Second, even though the population of the inner cities is declin-
ing, the remaming citizens often E&u_i;e_lﬁgl_l,sgit.swial services:
Cities_tend _to have higher percemtages of the elderly population and
mnority youth, This latter gioup constitutes & major employment
problent. They cither are not in school or are performing below the
expected level, and they are more hikely to be culturally deprived and
non-English speahing. Consequently, even though school enrolhinents
may be declinmg, costs may not dekline because of the high cost of
adeyuate educationr programs for the ~high needs™ student popula-
tion and the nnpact of wmnflation. Older eities have the additional
problei of a declme in avalable resources because of a shrinking
tax base. Thess school districts with deelining enroilments find them-
selves victinzed by one of the traditional myths of sehoo! finance—
a umtiry mciease i enrollinent results m a unitary increase in costs
with the assumed logical corollary that a unitary decrease in enroll-
ment will result in a unitary decrease ip costs. .\s the paper by ’aul
(vinsburg aptly iHllustiates, this may not be the ease for deelining en-
1ollments. Urban school finance problems have been farther compli-
cated by the school hmance property tax refora movement; it otten
has worked to the disadvantage of the cities because of their relative
wealth and the swaller proportion of their school-age population in
the public schools. This milates the measure of fiscal ablity per pub-
lie school pupil.

Third, the cmer genee of energy boom towns in previousiy low-popu-
lated arens may 1esult in pressures for programs like Federal impact
:ud on u short-tenin basis, to compensate for the delay between the time
that families artive and resenues are available from taxes on the
new industry or newly-constructed residences. Increases in State
funds for education to the locality ave not likely to be suflicient to pay
the full cost of edueating the addational children.

Foutth. even though the rate of growth for overall school enroll-
ments may have declined, some jurisdictions find thenmiselves con-
fronted with edtcational problems of even greater magnitade, “Lhe
mereastng numbers of non-Enghsh speaking cdaldren and the influx
of refugees Nom weas such ws Cuba, Vietnam, and Hditi reselt in
schoot aistriets hasing to provide special high-cost services ad pro-
grams=, Language wd cultwal diffevences mteract i a manner (hat
totees the tspacted ~chool districts o operate multiple programs
w lien otlier st 1cts can cotinue to provide traditional and less cok—
pley cdueational progran.. A

Fifth, even thougl the t pical age group for higher edncationy may
e table ot dechning, Ingher vducation envollinents niay inerease with
an mnfluy of tetnees and nuddie-aged persons completing an inter-
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rupted collegiate education or pursuing avocational interests. As in-
stitutions respond to this demand, pressures will mount for greater
institutional flexibility in program offerings and sclieduling. Fee st ruc-
tures may have to be revised so that students pay the full costs of vo-
cational courses, but institutions may expand the current practice of
permitting senior citizens to enroll 2t no cost or with reduced fees on a
space-available basis in regular classes.

———

3. Dex iy feNEROY; oD EETON0MICS )

The intevaction of these demographic deselepments with economic
and technological changes may foree a critical examination of the
manner in which schools operate. Interest in energy conservation, de-
clining enrollments, comupetition for funds, and cheaper technology
may contribute to chianges in education and schooling. Will the tr-adi-
tional five-day school week be maintained with scliools also serving a
secondary role as enstodial institutions, or will learning and the edu-
cational process change to promote increased use of home-based 2du-
cation, such as home cotnputers, video cassettes, and cable television?
Eyven though such changes might disrupt traditional lifestyles and
raise questions of how to provide day care for two-carner families,
pressures for energy conservation may promote these and other simi-
lae adjustments. Tax and expenditure linitations for public services,
such as Proposition 13 in California, may also contribute to the po-
tential “educational revolution™ as school officials seek to curtail ex-
penditures. Innovation and creativity along the lines hypothesized
above may emerge out of necessity:.

Provisions of Public Law 94142, the Edueation for All Iandi-
capped Children \Act, and the fiscal impact that accompanies this
tatute’s requirement of a “free appropriate edncation™ for all handi-
capped children may contribute to society being confronted with an-
other dilemma - will the public schools pay the full cost of eduncating
and providing maintenance of all handicapped persons irrespective
of the severity of the handicapping condition or type of carve required,
or shiould some other publie agency assume a portion or all of that
reponsibility? What other options might be considered ?

2\ continuing dilemma will likely revolve around balancing the in-
terests of minimum competencics and educational quality. During the
decade of the 60%, various efforts were made to increase educational
opportunities, Compensatory programs were provided for underpriv-
tleged and neglected children. .\ higher percentage’ of sehool-age
person. began to stay in school longer. Special programs were pro-
vided for needy children. but similar efforts were not made for the
gifted and talented. .\t issue is whether efforts to assure that all stu-
dents possess basic survival skills or minimum competencies will ve-
sult ininediocre development of the most able,

I

{4, Tur Froeran Ronr 1Nn Epvcarioy axp tr ForM or A

OFf all edneational areas. demographic changes may impact most on
higlier cducation. While the traditional age group froni which higher
education envolhments nsually flow will be smaller, the demand may
oo from other sources women entering the labor force at midlife.




51 ’
retirees, and persons seeking retraining desire different educational
outcornes, L ]
The debate about the optimum. form of Federal aid for higher edu-
cation will likely continue—grants vs, loans vs. tax credits vs. institu-

tional aid. In postsecondary education, the current Federal pr ]
of loans and grants mmmmﬁt%

Spoic student demands. One concern is that the institutions may
neglect certain academic areas because of low student demand even
though they may be considered to be of vital importance to the social
and economic well being of the Nation.

Federal funding for vocational education provides an example of &
continuing issue over the form that Federal aid should take. Support
to maintain existing programs has been provided for decades. A major
issue is whether the limited ainount of Federal funds should be used
to support existing programs or to encourage certain Federal inter-
ests such as equal access and programs for special populations. Con-
tinuingr,to do both at a low funding level may increase the potential
Federal leverage or control over prograns, but may not be enough
to produce the results desired. .

Another policy issuo is the form that Federal funding for elemen-
tary and secondary education should take. Should funding continue
in the form of categorical aid for specific programs, or should con-
sideration be given to a greater use of the block grant approach that
would permit states and localities to choose more freely which pro-
grams and services to finance? Some contend that the maze of Federal
programs has become so complex that they do not complement each
other and actually inhibit the efforts of local districts to provide maxi-
mum services to students. Local school officials complaia that plan-
ning and paperwork requirements have become overly burdensome.

Legislative requirements of the 70’s concerning maintenance of ef-
fort, the supplementary role of Federal funds, and full service levels
for handicapped children asswmne that educational revenues will re-
main constant or continue to grow and that programs initiated by
States and localities will not duplicate those fun(%ed by the Federal
government. These assuraptions may not be valid during a period of
shifting age composition of the population and a reduced rate of
growth for both the population and the economy.
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DEMOGRAPHY AND INCOME MAINTENANCE
PROGRAMS

By P. Royal Shipp*
1. INTRODUCTION

Income maintenance programs constitute the largest expendituro
category in the Federal budget. Sometimes called income security or
incume transfers, these programs will aceount for some $383 billion
in 1983—about half the Federal budget. They constitute by far the
largest share of “uncontrollable™ Ifedcral expenditures, because eli-
gibility and benefits are specified in the law and become treated as
“entitlements” —outsitle the reach of the annual appropriations process.

Although experts differ about the specific areas to be included as
income maintenance (for example, medicaid and medicare are in-
cluded in the $383 billion figure) essentially these programs transfer
tax revenues from those who are working in order to pay benefits to
individuals and fanilies who are not working.

Program benetit, are pard directly to individuals and fumilies, most
often from the Federal government. States pay benefits in some pro-
grams with the Federal government contributing part of the costs.
Laws authorizing these programs establish criteria under which cer-
tain people are eligible or ineligible. In all income maintenance pro-
s demograplic factors are important in detennining eligibility
for benefits ; in most programs, they are the most important factors.

While not the only determinants of eligibility for income mainte-
nanee programs, demographic factors weigh more heavily in programs
w hose benefits consist mainly of cash and mn-kind benefits paid directly
to recipients than in most other programs. In addition to demographie
chnracteristics, income determines eligibility for some income mainte-
nance programs—with health being a factor in others. But even non-
demographic eligibility factors (such as incon}e? are usually coupled
with o demographic characteristic in establishing cligibility. For

oxample, the {id to Families with Dependent Children (AFDC) pro-

gram provides paynents to low -income families, but mainly to single-

yarent families with children. Social security eligibility is determined
f)y age and work history, but benefit amount is affected by average
crnimgs over time, with low-income workers gefting a larger percent-
ago of their preretirement income replaced by social security benefits
than do beneficiaries with higher lifetime earnings,

Tho cornerstone of the income maintenance system in the United
States is the Social Security Act of 1935, Although only 10 ﬂmg&s long
when enacted, compared to 335 pages in the latest “amended”’ version,
the original act contuined provisions for Unemployment Insurance

(U.L). Old Age and Survivors Insutance (QOASI), Aid to Families

sSentor Speelalst In Soclnl Legislation, Congresslonal Research Servlee.
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’k—""\m ndent Children (AFDC), and Public Assistance for the
} Aged and Blind, the forerunner of the current Supplemental Security
Income Program for the Aged, Blind and Disabled (SSI).

Since enactment of the Social Security Act in 1935, the basic struc-
ture of the programs has changed somewhat in response to demo-
graphic, and other conditions. It is likely that programs whose par-
ticipation and costs are largely determined by demographic charac-
teristics will continue to change in response Lo demographic changes.

The difficulty of making projections about future characteristics of
tLe population should not deter analysts from thinking through the
umplications of possible future patterns. While all income mainte-
nunce programs will be affected by demographic changes in_some
ways, the discussion here will be limited to likely programinatic im-
pacts of fonr important demographic changes. )

In recent months, social security’s financial problemns have domi-
nated reports about this prog: ‘m which transfers $11 billion to 36
willion beneficiaries each monuh. .\ction was taken only 5 years ago to
solve social seenrity’s financial problems through the end of this cen-
tury. In 1977, the Clongress enacted major amendments which would,
in i’rosidcnt Carter’s words, “guarantee that from 1980 to the yeat
2030, the social security fund will be sound.”

However, subsequent Cougresses have faced continuing financial
difficulties and are currently faced with the likelihood that even by
combining resources of the three trust funds there will be insuflicient
funds to make payments throngh the middle of this decnde.

This shortfall 15 referred to ns socinl seenrity’s “short-term” fi-
nancial problen. and arises beeanse of adverse economic conditions,
The unemployment rate has stayed higher than expected and increases
in prices have ontstripped wage growth since 1977, High unenploy-
ment drains the trust funds beeanse it means that fewer workers are
paying payroll taxes. Furthermore, since benefits are tied to price in-
creases while revenues into the system are tied to wnge increases, the
recent excessive growth in priees relative to wages has had a substan-
tial negative impact on the trust funds. :

These serious short-tern problems result from policies based on
ccononne assmnptions wlieh proved to be overly optimistic. While
demographic conditions also affect social secw ity costs, demographic

clharacteristics are relatively stable and short-run miscalenlations are
infrequent,

which affects the program in the long run. The reasons for this long-
term problem are clearly demograplite. Of course, the extent of this
long term financial imbalance depends greatly on econoimic perform-
ance, but even assiining fav orable economic performance (whicl most
assesstients of the long term do), demographic trends by themselves
indicate a serions problem,

This long-term demographic imbalance has been 1ecognized. Even
with the optimistic economic asswnption mnderlying the 1977 Social
Seeurity Amendments, a large financial deficit showed up abont 40
years in the future. The financing arrangements of the 1977 amend-

ments implied that expenditures wonld exceed tax resenues starting
in 2028,

L}

i

However, there is a second socinl security financing problem—one,
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Currently, all the dentographic news is “bad™ as far as social secu-
rity is concerned. ‘Lhat is, demographic trends will Jead to pressutes
for larger social security expenditures and, smaller revenues. In parti-
cular: :

1. The decline in the birth rate—In 1800 an average of 8 children
were born to each woman who survived to the age of 44. A fter 1800, the
birth rate fell steadily until World War II Tmnmediately after the
war, the birth rate rapidly increased 60 percent to o peak in the late
1950s. Then in the next 20 years, the birth rate fell agam, this time, by
Lalf. Today the birth rate of 1.76 children per woman is below the rate
of 2.1 ehildren per woman needed on a iong-term basis to replace the
ctrrent population. The decline in the birth rate may mean there will
be fewer workers in the future to support retirement programs.

2. Retirement of the baby-boom gencration—At the beginning of
the 20th century, t percent of the U.S. population was 65 and over.
"Today, this group has grown to 11 percent of the population and, when
tho baby-boom generation retires early in the next century, the per-
centago of the population age 65 and over may double again, reaching
22 pereent about the year 2035. The long-run consequences of a declin-
ing birth rate and an increasing proportion of retirces will include put-
ting a great strain on pay-as-you-go retirement systemns such as social
seeurity.

3. Decline in mortality rates.- -Average life expectancy in the United
States rose from about 47 years in 1900 to almost 60 years in 1930.
By 1950. life expectancy was 68 years and during the last decade
mortality rates have been rapidly falling, primarily due to new break-
throughs in the treatment of heart disease. The inerease in life expee-
tancies is particularly striking for women who, onaverage, live 7 years
longer than men. The Burcau of the Census has predicted that toda ’s
lifo expectancies—about 73 years--will be increased by 2.7 years for
men and -£.0 years for women by the year 2050.

4. Increases in carly retivement.—In 1890, 68 percent of all American

men aged 63 and over were still in the labor force—either working or .

looking for work. By 1930, this percentage had declined to 5+ percent
and by 1953 was down to 37 percent. In 1976, under 20 percent of men
over nge 63 were in the labor force. This decline in labor force partici-
pation 1ates is largely attributable te retirenent programs that pernit
workers to retire at progressively yomger ages. While there is some
evidenca that economic pressures caused by inflation and better health
Lav o stabilized this trend, it remains cle2r that many workers prefer to
retiro as enrly as possible.

Tho combination of these demographic factors suggests a bleak long-
term actuarial future for social security. This is best portrayed by com-
paring the projected numbers of workers paying taxes to the number of
retirees receiving benefits paid for by the taxes of those workers. This
rntio was 3 to 1as recencly as 1960, now it is 3 to 1, representing the
maturity of the social seeurity system. The system has maintained this
Jto 1 ratio during all of the 19705 and it is expected to remain relatively
stable, increasing only slightly, for the next 30 years. However, about
2010, as the baby-boom generation begins to retire, the ratio declines
sharply, reaching 2 to 1 by the year 2030 and maintaining that level
until the mid-21st Century. (See chart 1.)
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BEST ccpgs AVAULABLE

CHART 1
Number of OASI Beneficiaries Per 100 Covered Workers,

1960-2055
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While the number of elderly will be much greater as a percent of the
total population as demonstrated by these ratios, the percent of the
nonworking dependents who are younger (school-age and younger chil-
dren willgbe Jower. This may cnable some resources which formerly
had been devoted to the young to be used for support of the elderly.
However, for two reasons it would "be unwise to count on such a
solution:

1. Resistance to cutting back on expenditures on the young may
develop even though there are fewer of them. (For examnple, student/
teacher ratios can become smaller and/or schools can be directed more
toward adult education.)

. 9. Estimated expenditures per capita for the elderly are approxi-
mately three times as great as for dependent children.

Thus, under the present actuarial projections, a very large deficit
exista in the social security system for the second quarter of the next
century. Deficits in social security are usually described as being a cer-
tain percent of taxable payroll. The long-term deficit for the years 2031
t0 2053 is currently estimated at almost 414 percent of tnxab{e payroll,
which would translate into a deficit of around $57 billion per year in
today’s terms.

The “long-term™ is a long way off, and a number of o tions are
available for dealing with the projected trust fund deficit. For exam-
ple, taxes could simply be mi.se(i as necessary. On the other hand, demo-
graphic conditions could turn out to be more favorable to the social
seeurity trust funds. If, for example, the birth rate rose or the trend
of wonen entering the work force continued, much of the long-term
pressure could be relieved. Chart 2 shows how sensitive the long-term
situation is to length of work life. If the trend to early retirement
were revised and the average age at retirement were raised to 68, most
of the long-term financing problein would be resolved.
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CART 2,

! DEPENDENCY RATIOS
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2. Tur Increasing Prororrion or Wonmexn 1Ny tne Wonk Forck

One ubserver has noted, “Of all the interwoven developments of the
postwar period . . . perhaps none have colored the fabric of public and
private life as has the vise in female labor force participation.” The
statistics are diamatic. The number of working age women in the lubor
force has increased from one-third to one-half in just 30 years. It is
estimated to increase even more—to 60 percent by 1990, Correspond-
g to this, during the past 20 years, the proportion of families with
two workers or more has increased from 2 percent to 62 percent.

These demographic shifts nay have widespread effects on income
mamtenance programs in general. Two specific impacts will be dis-
cussed briefly here.

The treatment of women under retivement income programs—
particularly under social security lias recently received considerable
attention. The benefit structures of these programs, while not ex-
plicitly discriminatory, tend to reward certamn types of work patterns
which have been more typical of men than of women, Most retive-
ment income progrins weve designed dwring the 1930s or earlier
w hen women were much less likely to be in the work force, Specifically,
1etirainent income programs provide benefits based on years of work,
continuity of work, tenure with a specific employer, and salary level.

&
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Many women workers do not fit these categories, and they fare less well
in receipt of retirement income benefits. While it is possible to make
changes in the programs to be more responsive to women’s working
%attems, any changes which result in greater benefits going to certain

cneficiarics must be paid for—either from increases in tazes or from
reductions in benefits to other recipients—or some combination of
these.

The increasing percentage of two-carner families raises questions
about the unemployment insurance program. This program was de-
signed to replace wages of a worker so that he and his family would
be able to survive periods of temporary unemployment without undue
hardship. However, those families with two earners do not have the
same problem if one of the earners loses his or her job. Under these
cireumstances the family might be able to get along temporarily on
ong ssgxry. This situation may lead to different ways of thinking about
un:px loyment insurance. The Revenue Act of 1978 brought a part of
unéiployment, insuranco benefits under taxable income for the first
time. In cxplaining the reasons for this chahge the report of the Com-
mitteo on Ways and Means states . . . that the present total ex-
clusion of unemployment compensation benefits paid under govern-
ment programs tends to create a work disincentive in that it increases
the incentive to remain uncmployed, the length of unemployment and
the consequent cost of maintaining unemployment coverage. Thus, for
taxpayers with other income during the year, the bill subjects to in-
come tax a portion of unemployment benefits.” Although two-earner
familics aro not singled out specifically in this provision, they clearly
meet the criterion of having other income. Future proposals for fur-
ther changes to strengthen work incentives in the unemployment in-
surance program could include taxation of all unemployment insur-
anco benefits, This would strengthen work incentives and could use the
same rationals of being appropriate in cases wherever the family has
otlfer substantial income.

3. Craxoinag Fadiny CoMPOSITION

Demographic changes in family composition could have an impact
on the “means-tested’’ income maintenance programs. (These are pro-
grams such as AFDC and SSI whose eligibility and benefits are based
in part on low income and resourees. As mentioned above, demo-
graphic factors such as ago and family composition also are used to
determine eligibility.)

The main population group served by the AFDC program are fam-
ilies with children and only one parent at home. Thus the increases in
single-parent families and in teen-age pregnancies—other things being
equal—inerease the population potentially eligible for AFDC.

"The nnmber of single-parent families has increased from 8.5 per-
cent of total families with children under age 18 in 1960 to 18.9 pev-
cont. in 1978. At the same time. the number of children born out of
wedlock donbled to over one-half million in 1978. The projected ratio
of total live births out of wedlock to all births inm‘eusetll) from 5.3 per-
cent in 1960 to 16.3 peveent in 1978, Not all single-parent families are
eligible for AFDC since thev also have to meet the income and re-
onrees test. Current poverty data indicate that these increasing popu-
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lation groups are more likely to be poor than is the population in gen-
cral. For example, in 1978 9.1 percent of the families in the United
States had incomes low enough to be considered poor. The poverty
rate for two-parent families was lower—5.2 percent. However, 31.4
percent of female-headed families were poor.

Trends in the AFDC programn are consistent with these demographic
trends. In recent years the number of families receiving AFDC has in-
creased from 2.5 million to 3.5 million. However, this increase has not
been uccompanied by a growth in the overall caseload, as averago
AFDC family size has déclined. In general, the AFDC caseload is
currently characterized by younger mothers who are better educated
and who have fewer children. The proportion of AFDC mothers who
are not married has incrensed from 1o percent in 1948 to 33 percent
in 19T7T—again consistent with demographic trends.

The continuation of these demographic trends suggests that the
present set of welfare programs needi't be completely reformed since
the sy stem is designed to provide support to single-parent fanilies with
children. It,does, however, seem likely that there will be more pressuve
fu1 the current younger, better educated AFDC mothers of childven to
bo involved in work training and registration programs, to help them
achieve independence from welfare,

4, Tue Trexp Towarp 1T1e OLper ELDERLY

Demographiers agreo that one trend which will seriously affect in-
cotie mantenance programs is the increasing number of the very old.
If current demographic Lrojeetions are accurate, tlie number of per-
sons over age T5 will increase as a proportion of the total population
and of the elderly population as a whole. By the middle of the next
century it is estimated that those over age 75 will increase from & per-
cent at present to around 10 percent of the totul |)o¥ulnt,ion. There will
be more people over age 73 In the population at that time than there
e over age 65 now, '

Fomales make up about two tl . rds of the older elderly. The poverty
rate for very old women is also disproportionately high—at 22.6 pe1 -
cent. This rate is more than twice that for the population as a whole
and nearly twice that of the very old males.

Theso statisties are reflected in the current SSI population. Three-
fourths of the aged population of the SSI progrmm are women, and
a greater than proportionate share of the SSI population consists of
the very old.

Sorie experts point to the plight of very old women, particularly
chose living alone, as the most serious poverty problews remaining in
the United States. The projected expansion of the very okl population
will prompt additional culls for program reform and will coutinue
pressure ou the SSI program to meet the needs of this relatively im-
poverished group,

—
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CHANGING DEMOGRAPHY AND FEDERAL HEALTH
PROGRAMS

By Glenn R. qu*kus"

Changing demographic factors in .\merica will have a major,
though somewhat nncertain, impact on the design and pm‘po% of
a' gIQ

.

present Federal nealth programs. It seemns quite clear that the™
of the ‘mpulntlon more than any other single factor will pose particu-
lar challenges for future policy-makers in the health qrea.

1. Cuanocing Heavti ProBLEMS

Not. only has life expectancy changed dramatically sinco 1900—
from aboub 47 years at the turn of the century to 72 years in 1975,
ghere has also occurred a dramatic change in the concentration of
deaths by age group. Today, about two-thirds of the deaths occur
among persuns 63 and oldew; but, in 1900, those under 15 accounted
for 45 percent of all deaths and those 65 and older for only 17 per-
cent. : :

Accomgpapying this longevity there has also occurred a major
change in t%mﬁ\gs/f)f illness” within American society. Infective
and communic Jiscases were the major causes of illness and death
in the population of 1900, Smallpox, diphtheria and hookiworm, vir
tually unseen tuday, were among the major scourges in the nation 75
years ago. And the parasitic and infective diseases that accounted for
about ongthird of the total illness costs of that bygone era have
dropped to about two percent or less of the total tmﬁ\y. Similarly,
disenses of the respiratory system have also declined in relative im-
portance. Today, and for the foreseeable future, we will face the dis-
enses and chronie conditions of the aging process and longevity; the
diseases of the circulatory system; the various neoplasms (cancers);
and mental disorders, . .

It is the “groying” of America, then, that clearly represents a prior-

ity area for attention by futwre Congresses in the aren of health.
There are also other forces that will have program copsequences in
the health field. These include changing,population dispetsal pat-
terns and changes in the composition and organizption of the, family.

However, in order to assess the impact of den{ogruphy on Federal
health programs. it is important from the outset to recegnize that
the relationship of such proggams to the “health status” of people is
often quite tenuous. Most major Federal health programs that we
now have in place, or are-now being discussed in Congress, have as
their central objective not the promotion of health in America, but
rather the econotnics of the health care industry and the economic se-

curity of the citizenry that seeks help from this industry.

'Spcclullaz_ln Health, Congressional Research Service.
(59)
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o It is increasingly apparent to many observers of the American
landscape that improvements in the environment, changes in per-
sonal life-styles, and a greater understanding of human iology wre
the significant clements of .improved personal and public health
status. Mark TaLonde, a former Canadian Minister of Health and
Welfare hassaid it rather well: '

While it i3 easy to convince n person in pain to see n physician, it is not easy
to get someone not in pain to moderate insidious habits in the intefest of Mmture
well-belng, Nor §s it casy to make envirommental changes which canse sociul

. . inconvenience ¥ hen the benefits of those changes fall inevenly on the popalation

_anQ ure appurent only over the long term. The view that Canadiiing have the
right “to,choose thelr own polsgn‘\ls one that is strone:ly held. -

Obviously, the Canadians are not the only North Americans to hold -
such views. o

1t secms intuitive that good healtl is preferable to illness; and that
a longor life Is better than a short one. But there are also limits on the
extent to which indniduals and communities ave prepared to sacrifice
certain inimediate pleasures or indulgences and personal preferences in

: order to “remain healthy.” There are also real limits on the willing:

ness to tolerate incony enlence or sacrifice to promote the same objec-

. tive for others. In owr democratic process, there fore, it is not surpris-

mg that the govermuent often foenses-its interest in health programs
- on matters ot her than health perse.

9, Hearrn Fixaxcixe Proarads axn EcoNodic Securtry

"I'lie zaost important Federal health programs, as measured in dol-

i) lar terms, haye as their objective gnaranteeing economic security for

certain groups against the costs of receiving treatments for illness or

disability. Most of the Federal health dollars, now and in the next 20

vears, will go to help pay for serviees provided to the aged and dis-

abled under Medicare ; for the poor throngh programs like Medicaid;
and to v eterans v ithisert ice- and-non-service connected conditions.
The “aging of Anwricn™ as deseribed earlier in this vohune will have.

o direet and dramatic impact on these programs, There will be an in-

ereasc in the demand for serviees that will reflect the increases in nun:

bers of older people. This, of course, is becanse the government hef%
asontmed the major financial responsibility for the elderly in Ameviea,

But the most important impact of the danging age of our population

will tahe place because of the sharp increases in the number of older,

. older people—those 75 or &5 years of age and older,

v - The present health system in Aerien has, as its major emphasis,
the “enring” of illness 01 coping with the immediate consequences of
aceidents, by means of active medical intervention. This s¥stem has
performed remarkable feats in dealing with infective diseases, with
episwdes of acute illness and with some of the tranma that afliets the
human body, Aided by the most sophisticated technology, onr modern
health practitioners cmplay phaviucenticals, surgical techniques, ra-
diology . and prosthesis to combat sickness nnd injury. O health secu-
ity programs are oviented toward finaneing snc{n costs of care.

Shifting from “oure” to “cere”—DBut, it is the chronic condition

. that > the by-product of the aging process that will represent the
majo challenge for the American health system in the 1990°s and be-
yond. Cana system that is orggnized to “cure” the sick change itself to

v
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“care” for the aged, disabled Americans of the future? Some observers
of the present system of health care in the United States are worried
that, as the numbers of ciderly increase and their ages also increase,
o too will the demand for services that today’s health industry may
not be able to provide.

For growing numbers of aged, a sheltered though perhaps not in-
stitutional environment may be needed. Will the personal care services
needed by many of these peogle be. available? Will such services be
provided at liome, or will the demand for facilities sinilar to nursing
homes egplode over the eoming decades? Will the way in which the
government chooses to ]my for such services shape, as it has in the
Dust, the response by the health industry to these needs? There is

. probably no greater public policy challenge to future Congresses in
the hedlth area than the fashioning of an effective, coherent and com-
passionate long-term care system for older people in the years to come.

As the popuTution ages, the future outlook is one * f essentially more
illness in the society. But there are also nany unknowns. Progress may
be made by the year 2000 toward the reduction of disease in the nopula-
tion, including scientific advances that evadicate or provide cures for
some of the impairments that cause long-term infirmities, such as dia-
betes. But additional scientific progress may also mean additional
lengthened but impaired lives, and more rather than less sickness with
which our society must come to grips in the 21st century.

3. Hravri Resource DEVELOPMENT PROGRAMS

In.addition to the Federal programs that help finance the costs of
personal health services, many programs have been enacted by Con-
gress over the years to increase the supply and improve the organiza-
tion and distribution of health resources such as [l)ersomxel, equipment
and facilities. Changing demographic factors will have an impact on
these programs as well. \

a. Health manpower—Most current health manpower policies and
programs encourage the training of ynanpower to staff the acute care
needs in the country. Such policies and programs seemn to have little in
them to encourage students to pursue careers in such areas as geriatric
medicine, the rehabilitative sciences, or in the emotional disorders and
discomfortures of the aging process. Such personnel, already in rela-
tively searce supply, may be hard pressed to meet the future dernands
for their skills in a population characterized by growing numbers of
older people. ', -

Most personnel in the health field today are trained fo. service in the
acute-care system. How can programs be changed to raake careers
working with older people as interesting and as lucrative as working
with the ncutely {114 It will b difficult, time-consuming, and probably
expensive, to find hnd impart skills needed for the treatinent of patients
who have chronic apd disabling conditions of an indefinite nature.

b. Health facilities. —There arc similar questions about health facili-
ties and other capital resoyrces that may be required to meet the neds
of larger numbers of Iden people. There is already evidence that the
acute-care hospital sysiem is probably too sophisticated and too expen-
sive toefliciently provide basic support services for many persons whose
health infirmities stem from the natural process of aging. Most of our
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mstitutions are centers of teclmology, equipped and statfed for those
who require and can benefit from iptersention medicine. Most of these
facilitiey offer comparatively little for the chronically ill or the dis-
igbled,,,\ o require nmch in the way of “carg,” little in the way of
‘eure. ~

Oum long ten care facilitics are a collage of institutions that provide
o wide 1ange of services to persons with equally wide ranging needs.
In sowe communities, the waiting lists for placement in the “right kind
of facility ™ can be extensive, In other conmmunities, an elderly person
lemains mepn acute care facility far too long, because viable alterna-
tives, mcluding systems to support the individoal less expensively
his own home, are lacking. ; .

Even if sufficient manpower and facilities are present, the wmajor
Lealth care finaucing programs shun paying for many needed serviees,
becituse such services often lack a significant acute-care health compo-
nent. Redivection and rationalizytion of the major health financing
prograis is an essential part of any coherent policy response to the
problems of an aging America. - /

oo hanging geographic (lt.&h{l.l)uh.()lt- —Obviously, aging is but one
of the factors that will confront health policy-makers over the next
tao o1 three decades: The popalation’s changing pattern of settlement
will aadically alter the geography. the demand, and the polities of
liealth resqurce allocation, for some conununities, the problem will
contiime ta be inadeqaate restirees to meet population deiand. Bat in
other communities, the proplem in the health (as in education and
in other areas) will be Llow to preseryve basic services while reducing
eXcess capacity . such as cl;(aing down hospitals beeanse of changes in
the nunber o1 mix of the local population. The declining Lirth rate
in the United States i}m.x already lad a major impact on many hos-
pital obstetrical,‘pediatric units., Imagine the consequences of a
significant dispersal of populationy away from the large metiopolitan
areas to smaller metvopolitan angl fural areas,

In fact, one of sl,hv major shortfomings of existing health vesouree
programs i that they are “growtl)” oriented. They have as their prin-
cipal purpose inereases in the supply of resources, in tetms of person-
nel or facilities, Changing (lmnogtuphic factors, how ever, will stimu-
late future Congressts to devise and consider new programs for the
orderly reduction of eaxcess resoree capacity in particula locales,
Though politically unpopular, constriction is being and will be
forced upon many areas of the vum\l vy simply hecaase there no longer
exists the wherewithal uummni('alk{ to support. the resouree bhase of

an earlier era,

Tho time niay be fast approaching when some of our demogiaphi,
cally Lased criteria for allocating .A.\nrv(\ Liealth resources  beds per
1,000 population, so many MDs per\ 10,000 people- will have to be
scrapped i favor of other criteria, More regional sharing of certain
higher-cost services may be requived, together with a willingness to
move tho patients to the resources —vather than the resources to the
patients, '

‘ 4. Reavrarory Heavrft Proaraxs

In addition to the financing and resotree development programs,
government. is actively involved in the hdalth area as a regulator of
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much of¢he enviromment in which we live. Individuals by themselves
cannot g\\v\;;uuec that foods, drugs, cosmetics, medical devices, the
water supply, and the air are safe and uncontaminated. Goyernment
also pursues other “publie” health objectives, such as effective sanita-
tion and preventing the spread of communicable diseases.

Such regulatory programs will be directly affected Ly some of the
demographic changes outlined earlier in this volume. For example,
the popuiation shitts that will produce the “boom towns™ of the 1990s
and beyond will focus new attention on various hunan and industrial
waste problems. In the future, policy-makers will have no respite
from complex choices between jobs and health, energy needs and
health, progress and health. Three Mile Island, Love Canal, asbestos
in the schools, lead in the paint, and kepone in the river may be only
the tip of the regulatory iceberg. :

3. Orier Dexmocrarnic Facrors anp Heavtir Procrays

Other demographic factors may have a najor impact on health-
related is.ues. The changing American family and workplace—espe-
cially with more women than ever before engaged in regular
cinployment  will have a profound effect on employment-based fringe
benefit programs, including health benefits.

Increasingly, the States and the Federal Government are requiring
that varions venenit features be included as part of work-based health
programs. Other changes are extending significantly the definitiens
of dependency under private arrangements to provide protection to
some individuals in the family who previously have not been con-
sidered the responsibility of the workplace. Those newly entitled to
private benefits include some people who might otherwise look to pub-
lic aid to help meet the costs of health services—certain dependents be-
yond their majonity, such as the handicapped or retarded; workers
and the dependents of workers who are temporarily between jobs; the
dependent victims of the dissolution of marriage; and the dependents
of the deceased wage-earner. Many of these developments result
directly from changng demographie factors, and mnay thoroughly alter
the definition of the program responsibilities for inembers of the
worker's family in the future.

0




